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Implications of the Argentine 


Wheat Economy, 1870-1915 
By James R. Scobie* 


The story of Argentina’s rise from an importer of wheat and 
flour in the 1870s to a major world wheat producer thirty years 
later was one of the significant economic developments of the 
nineteenth-century Latin American scene.* Not only did the 
nation secure a certain economic prosperity, but its subsequent 
history was vitally affected by the way in which wheat was 
grown and entered the economy. Just as with rubber and 
coffee in Brazil or nitrates in Chile, so wheat created and re- 
inforced many social and economic patterns in contemporary 
Argentina. Wheat was interwoven with the dominance of 
Buenos Aires, the absentee land tenure system, the poverty and 
ignorance of the sparse rural population and the heavy Italian- 
ization of the country. By the 1900s it contributed one-quarter 
of the Argentine export trade. Yet those who grew the wheat 
reaped few benefits. Tradition and national attitudes cut off 
the farmer from ownership of the land, discouraged his political 
Or economic emancipation, and imposed another type of “bar- 
barism” on modern Argentina, fully as deplorable as the anarchy 
of its early national history. 

Wheat had been a marginal product of the Argentine economy 
since the first Spaniards ventured into the Rio de la Plata in the 
sixteenth century. Rural Argentina, composed of the mestizo 


* Assistant Professor of History, University of California, Berkeley. 

1 This article is based on research in Argentina during 1959-1960 
made possible by a joint Organization of American States and Social 
Science Research Council grant. The major sources were Argentine 
newspapers and journals, government publications and archives, provincial 
and national congressional debates, contemporary books and pamphlets, 
reports of British and United States consuls and ministers, and inter- 
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gaucho element, subsisted on a diet of meat, maté and corn. 
The demands of the small Hispanicized population were met 
by chacras (small farms ranging in size from a few to seventy 
or eighty acres) outside the towns and cities. Occasionally 
the crops near the centers of Spanish culture and administra- 
tion in Tucuman, Cordoba and Buenos Aires were large enough 
to permit an export to the Brazilian coasts, but the trade was 
irregular and unimportant. 

Independence from Spain brought with it freedom of com- 
merce. The hides, animal fats and salted meat from the vast 
herds of wild cattle found a ready and profitable market in 
































views with descendants of wheat growers. Although there is no mono- 
graphic material on the subject, some of the more important related 
items include: 

Max Becker, Der argentinische Weizen im Weltmarkte (Jena,) 1903. 

Frank W. Bicknell, Wheat Production and Farm Life in Argentina 
(Washington, D. C., 1904). 

Roberto Campolieti, La chacra argentina (Buenos Aires, 1914). 

Miguel Angel Carcano, Evolucién historica del regimen de la tierra 
publica, 1810-1916 (Buenos Aires, 1917). 

Horacio C. E. Giberti, Historia econdmica de la ganadera argentina 
(Buenos Aires, 1954). 

Carlos D. Girola, Ricardo J. Huergo, Hugo Miatello, Eduardo S. 
Rafia,Investigacion agricola en la provincia de . . . {various} (4 vols.; 
Buenos Aires, 1904). 

William Goodwin, Wheat Growing in the Argentine Republic (Liver- 
pool, 1895). 

Gaston Gori, E/ pan nuestro (Buenos Aires, 1958). 

Curto E. Hotschewer, Evolucién de la agricultura en la provincia 
de Santa Fe (Santa Fe, 1953). 

Emilio Lahitte, Informes y estudios de la direccién de economia rural y 
estadistica (3 vols.; Buenos Aires, 1916). 

Florencio T. Molinas, La colonizacién argentina y las industrias agro- 
pecuarias (Buenos Aires, 1910). 

Ricardo M. Ortiz, Historia econémica de la Argentina, 1850-1930 
(2 vols.; Buenos Aires, 1955). 

Juan Schobinger, Inmigracién y colonizacién suizas en la Repiblica 
Argentina en el siglo XIX (Buenos Aires, 1957). 

Roberto Schopflocher, Historica de la colonizacién agricola en Argen- 
tina (Buenos Aires, 1955). 


Carl C. Taylor, Rural Life in Argentina (Baton Rouge, 1948). 


Juan L. Tenembaum, Orientacién econdémica de la agricultura argen- 
tina (Buenos Aires, 1946). 
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Europe and Brazil. Agriculture bowed to the pastoral domi- 
nance, and Argentina commenced to import wheat and flour 
from Chile and the United States. During the struggles for 
national organization, this economic picture varied only slightly. 
By 1850 sheep had become the important product of the coastal 
area, and the scrubby range cattle had been relegated to the 
Indian frontier of the Pampas. Wheat growing had increased 
in the fertile plains of northern and western Buenos Aires in 
response to the demands of a foreign element in the city of 
Buenos Aires, estimated at 45 per cent of the population. Yet 
production had not caught up with demand, and almost one- 
quarter of the wheat supplies still had to be imported. 

The first major change in the wheat situation occurred with 
the emergence of the Santa Fe colonies. Ever since the 1820s 
when one of the early national leaders, Bernardino Rivadavia, 
had attempted to plant groups of European families on the 
Argentine soil, the avowed aims of statesmen and politicians 
had been “to populate the desert and dilute the barbarism of 
Argentina.” Not until 1856, however, did private initiative 
supplement these high aims with a permanent agricultural settle- 
ment of Swiss families at Esperanza, Santa Fe. Established 
on the inhospitable Indian frontier several miles northwest of 
the city of Santa Fe, the colony endured early years of hard- 
ship and starvation. Prosperity finally came with the wheat har- 
vests of the 1860s. Although the soil and climate were subse- 
quently discovered to be far from ideal for wheat, the lower 
cost of land—one-quarter of that in pastoral Buenos Aires fos- 
tered a colonization movement in Santa Fe. 

Other private colonizing companies and individual colonists 
followed the lead of Esperanza. By the 1870s, the early con- 
tracts between entrepreneurs and provincial or national govern- 
ments had given way to arrangements between landowners and 
individuals. Railroads now added a powerful stimulus to the 
colonies’ expansion. Inexpensive transport to the waterways 
enabled the harvest to reach the market from the remoter and 
cheaper frontier lands. Some railroads, such as the British 
company which had built the vital Rosario-Cérdoba link, even 
established their own colonies along the right-of-way. 
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The colony was rarely the cohesive unit which the name im- 
plies. Only the earliest ventures provided a racial, religious 
or economic bond. In practice, the colony was composed of 
twenty to two hundred individual eighty-acre farms, each occu- 
pied by a family, scattered over several square miles of Pampa. 
The country store was often their only common denominator. 
The landowner, the colonizing company, or the railroad offered 
such lots to the increasing Swiss, German and Italian immigrant 
element on installment plans ranging from three to ten years. 
With a large family to provide labor and several good harvests, 
even the penniless new arrival frequently became a landowner 
after four or five years. 


It was the concentration of these colonies on wheat that sub- 
stantially increased production and finally exceeded the demands 
of the rising urban population. Imports of wheat dropped to 
an insignificant two or three thousand tons by the early 1870s. 
In 1878 exports, for the first time, were greater than imports. 
The following year President Avellaneda hailed the export of 
four thousand tons of wheat to Europe in his annual congres- 
sional message, and in September he further emphasized the 
importance of this development with an official visit to the 
Santa Fe colonies. 


The 1880s were a period of expansion for all Argentina. 
Wheat shared in the boom. Although the inroads of drought 
and locusts forced heavy imports of wheat in 1880 and 1881, 
thereafter an export margin was maintained and steadily widened. 
In the boom fever, other provinces besides Santa Fe began to 
attract colonies. The railroads again showed the way. As land 
values rose in Santa Fe, a minor western movement started with 
wheat growers expanding across the border into Cordoba, especi- 
ally along the Rosario-Cérdoba railroad. Colonies spread into 
Entre Rios and even into pastoral Buenos Aires. Santa Fe, how- 
ever, still provided the bulk of wheat exports. 

Argentina reached a temporary peak in its wheat production 
in the years 1893 and 1894. A crop of 1,600,000 tons and 
2,250,000 tons respectively provided an export of 1,000,000 and 
1,600,000 tons. The Argentine press exulted that the nation 
would soon become the bread basket of the world. Even Har- 
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pers Weekly, in its issue of November 3, 1894, observed: “Agri- 
culture in the United States in one of its chief branches has 
another very important competitor in the field. The Argentine 
Republic promises soon to become the greatest wheat producing 
country in the world.” In view of the threatened competition of 
these ‘‘breechesless Dagos” the United States was advised to re- 
duce its wheat acreage and concentrate on the domestic market. 

These heights had been reached in Argentina on the basis of 
the colonies and the export production of Santa Fe. Yet even 
as the success of the colonies was sounded, their downfall was 
proclaimed. The second major change in the wheat situation 
had been forecast. Within a decade, the effect of climate and 
economic forces replaced the colonist-owner with the tenant 
farmer and propelled Buenos Aires into first place as the pro- 
ducer of Argentine wheat. By the 1900s the annual crop varied 
between two and five million tons, while exports fluctuated 
between one and three million. Buenos Aires now contributed 
over 50 per cent of the total. 

The most significant force in the changing wheat picture 
was the ever important pastoral industry. Political policy, 
abetted by the cattle and sheep interests of the Argentine lit- 
toral, had secured the sale or outright grant of most usable 
lands by 1880. The Conquest of the Desert of that year and the 
removal of the Indian menace from the Pampas only added to 
the vast estates of the pastoralists. In such a situation, wheat 
had developed in Santa Fe where the land was not as well suited 
to cattle and sheep as in Buenos Aires or Entre Rios and conse- 
quently was cheaper. That it was also not ideal for wheat was 
inconsequential. Crops were harvested, and, rewarded by rising 
internal demand and world prices, the colonist had been able 
to secure ownership of his land on the installment plan. 

The pastoral industries, however, underwent drastic changes 
in the final decades of the nineteenth century. Wool had be- 
come Argentina’s principal export after 1850. The cattle indus- 
try had been depressed by the declining world demand for salted 
beef. The hopes of progressive cattlemen, clustered in Argen- 
tina’s Sociedad Rural, were pinned on two possibilities: the im- 
provement of stock so that live cattle could be transported and 
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sold to Furope; and the perfection of refrigeration techniques 
so the meat could reach the European market. 

Refrigeration shipments met with technical success in the late 
1870s, but it was fully two decades before the cattle industry 
began to respond to the new development. Since the smaller 
carcasses of sheep were more successfully frozen and marketed 
during the early days of refrigeration, change first reached the 
sheep industry. The wool-producing Merino was relegated to 
the barren coasts of Patagonia, while the mutton-producing Lin- 
coln came increasingly into southern Buenos Aires. 

The cattle industry was more immediately affected by on-the- 
hoof shipments. Live cattle exports rose from 28 per cent of 
total meat exports in 1887 to 42 per cent a decade later, absorb- 
ing the corresponding decline in salted meat. The preachings 
of the Sociedad Rural for stock improvement and pasturage were 
given realistic meaning by the 1890 depression. Throughout 
the littoral, cattlemen began to realize the need to satisfy discrim- 
inating European tastes. Mestizo breeds which had ranged the 
Pampas since the sixteenth century were gradually replaced by 
the Shorthorn, so popular with British buyers. The open range 
was increasingly enclosed with barbed wire. Most important 
was pasturage, close to the ports, where the cattle could be tamed 
from their wild existence and fattened for the long voyage. It 
was here that the wheat grower made his appearance as hand- 
maid to the cattle interests, in the terms advanced by the Anales 
de la Sociedad Rural in November 1891: 


The land is first divided into fenced grazing pastures of four 
to five thousand acres and then subdivided into regular, num- 
bered lots of five hundred acres each without any intervening 
barbed wire. These lots are rented on a three-year contract at 
one and a half pesos [for comparison, wheat sold at one to two 
pesos the bushel} the acre to Italian farmers who bring their 
Own equipment and supplies and agree at the end of the period 
to leave the land sown with alfalfa, the seed being supplied 
by the owner. 

The final adjustment in the pastoral scene occurred in 1900. 
After an outbreak of hoof-and-mouth disease, England, the major 
purchaser, closed its ports to live animals from Argentina, never 
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to open them again except for short periods. Overnight, refrig- 
eration became virtually the only outlet for Argentine beef, and 
the resultant competition forced still further improvements in 
stock and pasturage. At the same time, serious floods through- 
out southern Buenos Aires wiped out an estimated fourteen mil- 
lion sheep. This heavy mortality and a serious depression of 
the wool market in France started the decline of the sheep 
industry. 

Wheat growers thus were needed in Buenos Aires to break up 
the land and sow alfalfa pastures—an impossible and expensive 
proposition for the cattlemen—or to occupy those lands now 
abandoned by sheep. In either case the objective of pasturage 
or the value of the land was such that there was no incentive 
for colonizing companies or landowners to sell farms. This 
tendency was increased by further real estate appreciation which 
took place during Argentina’s second economic boom from 1904 
to 1912. There was some subdivision of the largest estates with 
hundreds of thousands of acres in the coastal region, but owner- 
ship merely passed to other capitalists or speculators and rarely 
to those who worked the land. To substantiate these land values 
there was a corresponding rise in rents. By 1912 the standard 
rental had risen to 25 or 30 per cent of the crop instead of the 
10 or 12 per cent common twenty years earlier. 

The rise of tenant farming and the southward move of wheat 
was not solely induced by the pastoral developments. Nature, 
economics and the backward, ignorant methods of farming added 
their effects. The whole northern zone of the wheat region, 
Cérdoba, Santa Fe and Entre Rios, suffered disastrous droughts 
and locust invasions for three years from 1895 through 1897. 
Santa Fe’s production fell from 1,200,000 tons in 1894 to 700,000 
in 1895 to 500,000 in 1896 to 300,000 in 1897, while Entre Rios’ 
declined from 330,000 to 30,000 tons in the same period. 

Economics added weight to nature's toll. Since 1885 Argen- 
tina had had an inconvertible paper currency whose value in gold 
was determined by daily market transactions. First the govern- 
ment policy during the boom of the eighties and then the depres- 
sion of the nineties had inflated the currency considerably. Wheat 
growers, just as the pastoral interests, had benefited from this 
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inflation. Their product was sold in Europe for gold, while 
their expenses in Argentina were paid in constantly depreciating 
local currency. Then in 1894, the world price of wheat started 
to fall. At the same time the peso strengthened; in 1899, the 
government stabilized it at forty-four cents gold. Wages for 
harvest labor, the wheat grower’s largest single expense, conse- 
quently increased at the same time that wheat prices fell. Rental 
or colonization contracts made while the paper currency was de- 
preciating now became heavy burdens to the farmer. As a fur- 
ther complication, a phenomenon of the depression—the fall of 
land prices as the peso depreciated—reversed itself. By 1896, 
the price of land, even when quoted in paper currency, was sharply 
on the rise. Few were the farmers who, after the mid-nineties, 
were able to secure ownership of the land. The high land values, 
the increased costs, the reduced profits and the risks of the wheat 
season created too great a burden for the penniless immigrant 
ever to amortize with the labor of his family. Throughout the 
littoral he was reduced to being a mere tenant on the land. 


The methods of wheat growing were a final aspect of the 


Santa Fe colonist’s decline and the rise of the tenant farmer. 
Even in the early colonies, the settlers had rarely come from 
farm backgrounds. Most of them had been driven by poverty 
and despair from Swiss hamlets, the streets of German towns, 
and increasingly after 1870 from the large Italian cities. The 
colonizing companies, the landowners, least of all the Argentine 
government, made no effort to instruct the newcomers in agri- 
cultural techniques. As a result wheat growing in Argentina 
evolved in a deplorable manner. The soil was lightly scratched 
with a plough, the seed cast on the land and then abandoned to 
its chances against drought, blight and weeds. Rotation of crops, 
selection of seed, cultivation, intensive or diversified farming were 
complete enigmas to the colonist and tenant farmer alike. The 
absence of any scientific agricultural habits: had reduced yields 
in Santa Fe from the former fifteen and twenty bushels to the 
acre to five and eight bushels by 1895. The new lands to the 
south, inherently better both in climate and soil for wheat culti- 
vation, soon proved their superiority. There, the same ignorant 
agricultural techniques applied on an even more extensive scale 





ARGENTINE WHEAT ECONOMY 11 


provided competition which the Santa Fe colonist could not meet. 
The unit of eighty acres common to the early colonies had already 
been enlarged to two hundred acres in subsequent settlements. 
Now in an effort to wring still more from the soil with a one- 
crop gamble, the standard unit of tenant farming emerged as five 
hundred acres. 


The third and final adjustment in the wheat situation oc- 
curred during the years preceding World War I. By 1910 the 
Argentine wheat growing area had almost reached its natural 
limits. Wheat was now grown in a rectangle six hundred miles 
from north to south and four hundred miles from east to west, 
covering most of the provinces of Entre Rios, Santa Fe, Cordoba, 
Buenos Aires, and the territory of La Pampa. Except for the 
disastrous harvest of 1914, national production had stabilized at 
four to five million tons. The center of production, however, 
had moved significantly southward and westward in search of 
virgin soil to maintain the wasteful and extensive methods of 
growing wheat. Buenos Aires contributed 35 to 40 per cent of 
the total, Cordoba 25 to 30 per cent, Santa Fe 15 per cent, Buenos 
Aires’ rapidly rising western frontier of La Pampa 10 to 15 per 
cent, and Entre Rios 5 per cent. 

A plateau had thus been reached in wheat production prior 
to World War I. The increased land values, the consequent 
impossibility of farm ownership and the high rentals demanded 
of tenants forced extensive cultivation with little thought to 
increased yields or scientific, diversified agriculture. The tenant 
farmers’ resentment of this situation showed itself in the agrarian 
strikes of 1912 when wheat and corn growers refused to plant 
until rents were lowered to 25 per cent of the crop. Economic 
incentive and tenant problems caused many a landowner to re- 
turn to the pastoral industries. The Argentine economic crisis 
of 1913-1914 and the war itself furthered this trend and cur- 
tailed any expansion in wheat acreage or production. The Allies 
urgently needed Argentine frozen beef, and the shipping shortage 
penalized the bulkier cargoes of wheat. Wheat, anyway, could 
not compete with the large and much closer Canadian and United 
States harvests of those years. Although wheat recovered some 
of its lost importance from the pastoral industries during the 
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post-war years, it soon became ensnarled in the world over- 
production of the 1930s and the consequent status of a surplus 
product. The emergence and consolidation of wheat’s economic 
importance for Argentina was, therefore, centered on the years 
1870 to 1915. 

Throughout these years of changing wheat situation, a vital 
factor of Argentina’s social evolution was the position of the 
wheat grower himself. For a moment in the early days of the 
Santa Fe colonies, it had appeared that an independent and pros- 
perous farmer-owner would emerge to populate the desert and 
dilute the barbarism of rural Argentina. That hope disappeared 
as land increased in value, the landowner lost interest in selling, 
and the farmer was propelled toward extensive, one-crop agricul- 
ture. Wheat’s southward move and the rise of the tenant farmer 
were merely responses to these pressures. Even before 1895, 
when the tenant farmer definitely replaced the colonist as the 
principal grower of wheat, a mentality, psychology and way of 
life of the Argentine farmer had begun to emerge. Once the 
early Swiss influence in the colonies had been diluted, there was 
little to distinguish the colonist from the tenant farmer save the 
hope of eventual ownership of the land. 


Italy, at the same time it populated the Argentine cities, pro- 
vided the great bulk of wheat farmers. A few Russian Menon- 
nites, and in the 1890s, Russian Jews, and some Germans also 
found their way into the country districts. Almost invariably 
the immigrants were extremely poor, accustomed to a grinding 
poverty in their over-populated homeland, inured to privation, 
cold, hunger, disease and brutality, both official and private. To 
them, after a cramped and dirty steerage passage, Argentina 
promised a new start. The port of Buenos Aires and the other 
cities of the littoral absorbed most of the new arrivals, but there 
were always a few of those urban-acclimated individuals who 
braved the frightening treeless waste of the Pampas and made 
their start in the unfamiliar life of farming. Some had been 
contracted in Europe by colonizing ventures, others responded to 
the proferred subdivisions by landowners or railroads, and still 
others gambled to win a profit from extensive tenant farming. 

Four general agricultural avenues were open to the immigrant. 
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A large proportion of immigrants were of the most temporary 
kind, the golondrinos or swallows who made the Atlantic cross- 
ing each year in November or December to earn the fabulous 
wages paid harvest help in Argentina.” They were an essential 
aspect of the wheat picture for without their arms to reap and 
thresh, the wheat grower could never harvest the extensive 
acreage planted in May or June. With the fully expanded wheat 
area of the 1900s, their annual volume doubled from the 50,000 
of the previous decade. 

If the new arrival were not so anxious to return to his home- 
land and yet had nothing to offer except a strong back and the 
labor of his wife and children, he might start as a medianero 
or sharecropper. In this case, he received implements and seed 
from the landowner and turned over half his harvest in payment. 
The cultivation of his chacra was limited to a year or two; then 
he had to move to a new location. Since the landowner assumed 
a large portion of the risk and investment, the lucky medianero 
was sometimes able to show a profit after several good harvests 
and either return to the city or establish himself as a renter of 
land or a colonist. 

The third class of farmer was a medianero with capital—the 
arrendatario or tenant farmer who could be found at various 
levels of the economic scale. His most distinguishing feature 
was that he had an investment of his own, in equipment, oxen, 
horses, to add to his strong back. Sometimes he might be a 
capitalist of considerable means, even possessing sufficient funds 
to purchase a small lot of land but preferring to farm a far 
greater extension by the rental system. For the landowner this 
type of farming was the most attractive since the largest portion 
of risk and investment was assumed by the tenant. If a fixed 
charge could be levied per acre so much the better since the 
owner collected regardless of the harvest. More usual, however, 
was a percentage of the crop, ranging from 10 to 30 per cent 
depending on the decade, the value of the land, and the distance 
from the railroad station. The contract usually turned over to 


2 Average harvest wages amounted to £40 to £50 for the season. 
The golondrino was able to earn the cost of a steerage passage from 
Italy or Spain with one week’s work in Argentina. 
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the tenant an area of two hundred and fifty to five hundred acres 
for a term of three to six years. Often in cattle regions, he 
was required to leave it sown to alfalfa after his last crop. A 
small portion of the land could be reserved for pasturage of his 
animals, but he was obliged to cultivate the rest. If it were a 
landowner’s market, more onerous conditions could be added 
such as the obligation to use the owner’s threshing machine, buy 
bags from him, secure provisions from an indicated store, or even 
sell the crop to him. 


The final type of farmer was the colonist whose share in Argen- 
tine agriculture had begun to decline appreciably by 1895. Na- 
tional, provincial, municipal and innumerable private enterprises 
stood ready to offer him land, especially during the booming 
eighties. While contract terms varied considerably, a mean can 
be established. The colonist usually possessed a certain amount 
of capital represented by machinery, animals, and funds to last 
him the first year. The company provided the land, at first a 
unit of eighty acres, but as wheat growing became more extensive 
the units increased in size to two hundred acres. Although even 
late in the century, companies occasionally made advances of 
machinery, seeds and food to colonists and accepted payments 
in percentages of the crop, these represented an undesirable risk 
to the company. Consequently most common was the outright 
sale of property in cash installments. Actual title to the land 
was never transferred to the colonist until he had completed all 
his payments and cancelled all his debts with the company. 

Excluding the transient golondrinos, there was a certain simi- 
larity between the positions of the sharecropper or tenant farmer 
and the colonist. A rent was being paid on the land, which in 
one case had the added advantage of paying off a mortgage. 
Yet as long as the colonist did not secure clear title to the land, 
his situation was little different from that of the tenant farmer. 
Bad harvests could ruin one just as surely as the other. Each 
had a certain equity in his equipment and animals, but in either 
case the reserve was not very great. With training and, most 
important, ownership of the land, the colonist might be led 
toward intensive mixed farming. The tenant farmer, however, 
was propelled by self-interest toward an extensive, one-crop cul- 
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tivation which, if nature were kind, seemed to afford the best 
return in the short run. Unfortunately as long as the colonist 
did not actually own his land, the same self-interest encouraged 
him also to follow the one-crop gamble. 

The resultant environment and way of life of most wheat 
growers was quite uniform. Life in the Argentine cereal zone 
was hardly idyllic. A visit in 1891 to Rafaela, one of the better 
agricultural towns, induced an Englishman to write: “All I can 
say, however, is that, if ever a man wishes to know what it is 
to have an inclination to commit suicide, let him spend a week 
in a camp town in the Argentine.’ The situation on the chacras 
was worse. When the colonist or tenant farmer arrived on his 
section in the Pampa, the first thing he did was to dig a well 
for his animals’ water supply and build a home for himself. 
The framework of this home might be made of poles or sap- 
lings, but the walls were almost always built from sod or of 
bricks mixed from mud and grass and baked in the sun. For a 
roof, he turned to straw thatch or, in a later period, to zinc 
sheeting, freely distributed in hundreds of yards by the govern- 
ment to form barriers against locust invasions. The result was 
a one-room or, at best, two-room mud hut with a dirt floor. 
And this was what it remained: for the tenant farmer expected 
to move on in a few years and the colonist was not foolish enough 
to waste money and effort embellishing a home until he owned the 
land.. The most that could be expected were a few handmade 
benches or chairs and a table and, in case of real luxury, a bed 
for the farmer and his wife. Utensils were limited to a few pots 
and bowls; lighting and heating were unheard of; and sanitary 
facilities unknown. Clothing, clearly, was limited to the bare 
essentials. Living under such conditions, the wheat grower and 
his family were oblivious to habits or even the possibility of 
cleanliness and hygiene. Few were those, faced with the pros- 
pect of a future move, who could see beyond the enormity of 
the immediate expense to build any sort of shelters for their 
animals or, more important, for the storage of their grain.‘ 

The immediacy of life and the impossibility of a fixed residence 


8C. E. Akers, Argentine, Patagonian and Chilian Sketches (London, 
1893), p. 66. 
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coupled with the ignorance of these settlers robbed their lives 
of even the most elementary comforts. While they and their 
entire families, from toddlers up, labored like beasts from sunrise 
until after sundown during the planting and harvesting seasons, 
they relapsed into lethargic inactivity for the remaining seven 
months of the year. The lack of ownership discouraged them 
from planting trees to shelter their mud huts from the burning 
summer sun. But they also failed to raise vegetables or chickens 
or hogs and turned instead to the distant village store for their 
supplies. Almost universally they subsisted on a miserable diet 
of beans and corn flavored with grease, save at the harvest season 
when meat and aguardiente were added to give them strength and 
spirit for the hot, dusty threshing operations. Once inured to 
such an existence, these improvident habits often carried over 
after the colonist had secured possession of his lands. Among 
the mass of Argentine farms, the neat brick homes of the Swiss, 
with their sheds, milch cows, poultry, small orchards of plum 
and peach trees, and the varied crops, did not bulk very large. 
More common, even among owners, was the mud hut, perhaps a 
little larger now but still surrounded by nothing else but fields 
of wheat. 

The constant preachings of agronomists and agricultural and 
pastoral journals that intensive mixed farming was the only course 
for the small grower to follow fell on deaf ears. Inevitably in 
his effort to wring fortune from nature, the farmer took on too 
much land. If a profit could be made from eighty acres, his 
limited logic sensed it could be tripled or quadrupled on two 
hundred and fifty or five hundred acres. He thus took his 
extremely limited capital in equipment and machinery and the 
sweat of his brow and tried to stretch them across the vastly 
larger area. The investment of effort and capital which might 
be sufficient to carry the risk on eighty acres obviously could 
not expand to meet crop failure on five hundred acres. The evils 
of extensive farming were compounded by the wheat grower’s 
refusal to accept any diversification of crops. Rather than divide 
his eighty or even two hundred acres between several cereals 


4 Further description is given in Hugo Miatello, E/ hogar argentino 
(Buenos Aires, 1915): ““Viviendas de agricultores,” Amales de la 
Sociedad Rural Argentina, XLII, 1905, pp. 64-67. 
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and alfalfa, graze cattle, raise poultry or hogs, and thus profitably 
occupy his entire year and land, he obstinately and with a tre- 
mendous surge of work planted the entire area to a single crop. 
It must be admitted that the landowner’s frequent interest to 
build up his pasture encouraged this tendency, and often the 
contract required it. Then the wheat grower sat back to let 
nature roll the dice for him. Far more often than not, the gamble 
went against him. For if the myriad dangers of nature—a too 
mild winter, untimely frosts, drought, locusts, or rain during 
the short harvest season—did not overtake him and he reaped 
a bumper crop, the market would catch him in its impersonal 
gtasp and reward him with lowered wheat prices, high railroad 
freights, or increased equipment costs. To his limited mental 
and psychological horizon, there was nothing left to do but to 
start over again the next year in the same cycle and hope that 
somehow a profit would miraculously emerge. 

Occasionally there were fortunate ones who broke out of this 
vicious circle. Relatively few, except for the early comers into 
each new wheat zone, be it Santa Fe, Cordoba, Buenos Aires or 
La Pampa, became and remained farmer-owners. Very few in- 
deed made their fortunes by starting at the bottom as farmers. 
More frequently the story of success was told by one who left the 
soil after a few lucky harvests and invested his earnings in real 
estate or in a shop in town. Yet Argentina’s rise as a wheat 
producer was not made possible by these fortunate exceptions. 
It was built rather on the low standards of living of the Italian 
sharecropper, tenant farmer or colonist. The fact that there 
were those who would live under such conditions annd still con- 
sider themselves well off, permitted Argentina to prosper from 
wheat despite all the backward techniques of agriculture, the 
lopsided land tenure system, the apathy of government and the 
disinterest of the landowner. 

The implications of such a wheat economy reaffirmed several 
of the basic trends of Argentine national development and con- 
tributed to the formation of present-day problems. Wheat in its 
southward move contributed, after 1900, to the decline of Argen- 
tina’s major river port, Rosario, and further increased the im- 
portance of the ports of Buenos Aires and Bahia Blanca. The 
economic centralization of Argentina which had gradually con- 
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centrated 80 to 90 per cent of the national wealth, population 
and potential within two hundred and fifty miles of the city 
of Buenos Aires found support in the development of wheat 
growing. 

The landholding system which had been one of the banes of 
Argentina's national formation found no contradiction in wheat. 
Some of huge estates, which had meaning in a cattle econ- 
omy, were subdivided and rented to the wheat grower. The 
purpose was creation of pasturage or income. In either case the 
increased land values and the habits of farming meant that owner- 
ship rarely passed to those who worked the land. The tenant 
farmer with his nomad existence and his poverty thus became 
a permanent fixture on the Argentine countryside. 

The political pattern paralleled the economic. The heavy 
waves of immigration which reached Argentine shores, especially 
during the two economic booms of the 1880s and the 1900s, col- 
lected in the coastal cities. There, they created a labor and an 
incipient middle class and, by the second generation, appropriated 
a new and aggressive spirit of nationalism as their own. Their 
demands for political emancipation underwrote the formation of 
the Radical Party in 1890 and gave rise to the more intricate prob- 
lems of Peronista welfare and labor appeals. The countryside, 
at the same time, was cut off from any healthy participation in 
national political change. The democratic force which small 
independent farm owners might have injected into the body politic 
faded with the decline of the Santa Fe colonies. The protest 
organization, the Federacion Agraria which emerged from the 
agrarian strikes of 1912 and 1913, was only a weak representative 
for the shifting, disenfranchised tenant mass. 

In a Hispanic country where so much initiative and guidance 
depended on the government, official Argentina remained indif- 
ferent to rural and agricultural problems. Projects for technical 
improvements, agricultural education, locust protection and rural 
credit foundered because of lack of funds and interest. What 
little aid reached the wheat grower was due to individual dedi- 
cation of certain agronomists and not to any government effort 
to support this important element of the national economy. 
Despite the contribution which wheat had made to Argentine de- 
velopment, the wheat growers were caught in the vicious circle 
of their ignorance, the landholding system and public disinterest. 















The Montevideo Treaty: 


A Comment on Mr. Sumberg’s Views 
By Victor L. Urquidi* 


To anyone who has had experience in international negotia- 
tions, or, for that matter, in any type of negotiation, and in par- 
ticular in the drafting of proposals, resolutions or agreements, 
it is by no means surprising to find out afterwards that compro- 
mise may have led to ambiguity in the text, and consequently, 
to differing interpretations. But it is a rare thing to encounter 
such a string of interpretations at variance with the text as Mr. 
Sumberg has given in his analysis of the recent Treaty of Monte- 
video that establishes a Latin American Free Trade Association.’ 
Since the official text of the Treaty is in Spanish and Portuguese, 
one must assume that part of the difficulty lies in nuances of 
translation. However, it appears also that Mr. Sumberg is some- 
what careless in his analysis and, in some cases, that his inter- 
pretation is clouded by his excessive love for Latin America: he 
wants us to be such perfect free-traders among ourselves that 
he forgets some of the economic facts of life. I shall attempt 
briefly to clarify his main errors and to recall some of the 
realties. 

Mr. Sumberg subscribes to the view held in some quarters 
that the Treaty of Montevideo is applicable only to commodities 
presently traded among its members and that interchange of new 
products is a sort of second order of priority. Since present-day 
intraregional trade is small, and completely free trade in tradi- 
tional agricultural commodities is not very likely, he feels the 


* Mr. Urquidi, a Mexican economist, has participated in some of the 
work leading up to the Latin American Free Trade Association. His 
views are, naturally, his own. 

1T. A. Sumberg, “Free Trade Zone in Latin America’, Inter-American 
Economic Affairs, Vol. 14, no. 1, pp. 51-64. 
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Treaty offers very narrow possibilities. Regarding manufac- 
tures, he finds an excessive number of restrictive provisions and 
escape clauses, and he is extremely skeptical about future trade 
in new industrial products. In short, he anticipates very little 
substance in intraregional trade. 

It is, of course, quite true that present trade among the mem- 
bers of the Association is of the order of 350 million dollars 
and, therefore, relatively small. If the purpose of the Associa- 
tion were merely to liberate existing trade, largely in farm 
products, no earth-shaking consequences would follow, although 
there is a very large trade potential in many existing manufactures 
and semiprocessed commodities—today a long list with small 
or negligible statistical value—once tariff reductions and other 
concessions get underway. This is frequently overlooked. But 
the Treaty goes far beyond and must be seen in the context of 
projection of Latin American development and of the role that 
can be played by a common market as a means of facilitating 
industrial development. These matters have been under study 
and discussion in Latin America for a number of years, with the 
support of the important work carried out by the ECLA Secre- 
tariat.? So long as the export prospects for most Latin American 
primary products remain fairly limited, policies looking toward 
a fuller domestic industrial growth will be intensified. In 
turn, the limitations of most national markets will encourage 
measures to broaden the trading area among countries in simi- 
lar situations. In other words, industrial development and a 
common market are two aspects of the same problem. 


It is not a question of the blind application of some theoretical 
principle of comparative costs, but of a new approach to the 
overall development problems. To reach the objective of de- 
velopment for better living standards, for which the rapid 
growth of population will at all times be a reminder and a 
spur, well thought-out domestic and international cooperative 
policies and measures must be found. The Montevideo Treaty 
is but one of those means, dealing with the elimination of tariff 


2 See ECLA, The Latin American Common Market (U.N. Publication 
No. II.G.4. 1959), especially Part B. 
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and other restrictions to trade, and is not, in any way, an im- 
provisation, nor has it been lightly entered into. Its implemen- 
tation will be no easy matter, but there is no reason whatsoever 
to share Mr. Sumberg’s gloomy forecast. We do not, in Latin 
America or elsewhere, live in an all-or-nothing world. It is 
natural that in a rather uncharted area such as that of Latin 
American economic integration the countries pursuing this policy 
should be advancing cautiously and with the necessary safe- 
guards. But to assume that these safeguards are signs of a basic 
unwillingness or inability to carry out the spirit of the Monte- 
video Treaty is, of course, to misjudge and misrepresent the 
frame of mind of all those, in Government, in private business 
and in the international agencies, who have taken an interest in 
this new idea. 

However, safeguards are normal fare in trade agreements. 
Why should Mr. Sumberg find them so negative? Are there 
no exceptions to the rule, let us say, in GATT? Is an escape 
clause an unknown feature, for instance, in United States policy 
legislation? Is trade in agricultural products totally free in 
European common market arrangements? Why, then, should 
Latin American members of a free trade association be taken 
to task for prudently working out among themselves these time- 
honored devices, to be used when necessary ? 


But Mr. Sumberg unfortunately also incurs in errors, too 
many for all to be explained in this comment. I shall take his 
main ones, in the order of his treatment of subject matter. 


He states the treaty “sets in motion a series of periodic nego- 
tiations, presided over by a central secretariat, by which trade 
barriers will be gradually eliminated during 12 years for the 
essential of their mutual trade.” According to him, “essential” 
is defined ‘in the first protocol as at least 95 per cent of ex- 
isting traffic.” Apart from the fact that a secretariat does not 
“preside” over anything, the first protocol contains no such 
definition of “‘essential.” It merely a//ows* contracting patties, 
for the annual computation of intrazonal trade on which the 
average tariff is to be calculated, to leave out products of minor 


’ For simplicity, a// italics in this comment, even in quotes, are mine. 
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significance, provided they do not, as a whole, exceed 5 per cent 
of imports from the trading zone. In each successive computa- 
tion, of course, they may be included. The meaning of “‘essen- 
tial” is that of the expression “substantially all the trade’ in Art. 
XXIV, section 8(b) of GATT; the official Spanish translation of 
GATT uses the term /o esencial, and it has thus been carried 
over into the Montevideo Treaty. 


The Treaty, Mr. Sumberg claims, “sponsors duty reduction 
only for this small fraction [existing trade}.” There is no 
such exclusive provision in the Treaty. Article 3 refers in 
general to reciprocal trade in products originating in the terri- 
tory of members. He then finds “exceptions that substantially 
bring down” the portion of trade covered. The provision for 
regulating trade in agricultural commodities he fitids “peculiarly 
far-reaching.” But the text of article 28, which he quotes, is 
only permissive and conditional, and the member adopting re- 
strictions must (shall), before doing so, inform the other con- 
tracting parties. Mr. Sumberg’s conclusion that purchases of 
agricultural commodities ‘w7/] be made only to meet national 
deficits that are created at national levels of prices” is, of course, 
his own interpretation, based on other considerations. Art. 29, 
incidentally, does not limit negotiations for expanding trade in 
agricultural products to those undertaken bilaterally; it is clear 
from the text of the third paragraph that they may be multi- 
lateral. Article 30 is admittedly vague on “average level of 
productivity”, but it can hardly mean, as Mr. Sumberg says, 
an average of all crops, which would be meaningless. 


In referring to the use of restrictions in a way that will not 
lower “habitual consumption” of a commodity, Mr. Sumberg 
states: ““The Treaty refers after all to aggregate national con- 
sumption, not per capita.” I regret that I find in the text no 
such wording or necessary implication. In looking for further 
obstacles, Mr. Sumberg assumes that the Treaty is ‘prohibited 
from” being applied to “the agriculture that has grown up in 
recent years in countries contiguous to Argentina.” I am sure 
he will agree that “prohibited” is too strong a term, as is also 
his use of “sacrosanct” as synonymous of “protected” or “regu- 
lated” in his next sentence referring to habitual consumption. 
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The general safeguards and escape clauses come under Mr. 
Sumberg’s arduous attack. He finds them ‘‘discouraging’; and, 
“taken together’, they suggest the Treaty may “‘do little to free 
trade .. .” There is “ample scope for backsliding even over 
the narrow area exposed to freer trade.’ Undoubtedly, the 
same could be said of GATT; but let us, passing over his gratui- 
tous use of “ample scope,” remark on a few specific erroneous 
statements. He says: “Art. 8 permits each member to remove 

. concessions without restriction of season or circumstance.” 
He fails to mention the important qualifications expressed in the 
article: only those commodities in the “national lists’, Le., 
those not incorporated irreversibly in the triennially increased 
“common list’; only through negotiation; and only through ade- 
quate compensation. True, he does mention the latter, but dis- 
misses it with a “whatever that is’; it is, of course, a fairly well- 
known device in trade agreements and is found in GATT, 
where it is termed “compensatory adjustment.” 

The general escape clause provided for in article 23, he finds, 
is a formidable weapon. Perhaps this is because he forgets that 
action under it must be ‘‘transitory in nature’’ and must not result 
in lowering “habitual consumption”, and because he claims “the 
operation [of the common list} for all products can be sus- 
pended.” Why a//? The escape clause, part of which only is 
quoted by Mr. Sumberg, is, by its very nature, to be applied to 
Specific commodities, if the occasion should arise. Article 24 
allows the general balance of payments safeguards to be applied 
temporarily to Treaty products, but Mr. Sumberg finds this ob- 
jectionable; he also fails to refer to the second paragraph of 
Art. 24, which requires the contracting parties, in such cases, to 
endeavor to exempt intrazonal trade from such general balance- 
of-payments-induced restrictions. Art. 25 says that ‘‘when the 
situations foreseen in article 23 and 24 should require immediate 
measures’, the interested country may, in the nature of emer- 
gency action and ad referendum to the contracting parties, apply 
such measures, etc. Mr. Sumberg’s interpretation is that ‘‘cor- 
rective measures authorized by the two previous articles may be 
applied by any member without prior consultation with others, 
which however would have a chance to express an opinion 
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at a later date, when of course they would confront a fait 
accompli.” Is this a fair statement? He has also misunder- 
stood Art. 26, which empowers the Executive Committee of the 
Free Trade Association to propose to the Conference of Mem- 
ber States immediate negotiations to remove the restrictions 
if these should last more than one year. Mr. Sumberg twists 
this into: “the member taking these measures may keep them 
in effect for a year or even longer if it participates in negotiations 
to remove them. . .” 

Most-favored-nation treatment is a sound principle in trade 
relations, and, within the Latin American Free Trade Zone, it is 
compulsory (art. 18). Believe it or not, Mr. Sumberg argues 
that it will hardly have applicability, that it is an “empty ges- 
ture”! In other words, virtue is (not always) its own reward... 

Coverage of new products in the negotiations is put in quite 
a secondary place by Mr. Sumberg. He erroneously says that 
“members are required’ to put existing products in the nego- 
tiations process, while “they may or may not include others.” In 
fact, the Treaty is intended, through negotiation, to result in an 
enlargement of the number of commodities on which tariffs and 
restrictions are reduced and eventually eliminated, without dis- 
tinction as between existing or “new” products. It is conceiv- 
able that an existing product may not be negotiated ever; and, 
equally, that new products will make up the bulk of negotiated 
concessions. The essential condition is that, through various 
stages, 75 per cent of reciprocal trade (in value) should be- 
come free after nine years, and “‘substantially all the trade” 
(Jo esencial) thereafter. His restrictive and pessimistic inter- 
pretation arises out of the safeguarding clauses and out of what 
he terms “‘special, monopoly-favoring provisions for the protected 
expansion of output of [the new products}. He further 
imagines a monopolistic collusion of business and government 
in cases of mutual arrangements for the national expansion of 
industrial branches and the coordination of policies of industri- 
alization. All this will be “discomforting” to free traders. In- 
deed it will! The facts of industrial development, and not 
only in the Latin part of the Hemisphere, are that it has to be 
carried out behind a protective tariff and similar measures. One 
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is grateful at least for Mr. Sumberg’s realization that ‘‘national 
autarchy . . . already adopted, the free-trade zone may improve 
things by widening the area of trading.” His main objections 
are, however, not relevant to the Montevideo Treaty per se, but 
to tariff protection in general. 


The idea of reciprocity in intra-zonal trade created considerable 
difficulty in the negotiations before and during the Montevideo 
Conference. I have ventured the interpretation that it may mean 
two things: a) reciprocity of concessions, namely, that there shall 
not be unilateral or inequitable concessions; and b), the ex- 
pectation, with regard to commodities negotiated, that a grow- 
ing volume of trade will take place between each contracting 
party and the rest.* I state it thus on the strength of articles 10, 
11, 12 and 13), as well as article 14. There is no provision 
requiring that the imports and exports of each country must 
balance within the free trade zone. But undue and lasting im- 
balance in trade arising from mutual tariff concessions may re- 
quire measures to correct it, in the sense of expansion, not restric- 
tion. It is possible that this may not be the official inter- 
pretation. But, does not Mr. Sumberg exaggerate and state 
things in rather too absolute terms when he says, for instance, 
that ‘the reciprocity principle means in effect that no new trade 
surpluses or deficits of any size will be created with the region” 
and that “fresh currents of zonal trade . . . will have to be more 
or less self-liquidating” ? This carries him to conclude that “this 
principle may seriously limit the volume of new zonal trade”, 
which is probably what, against logic, he is trying to “demon- 
strate.” 

Mr. Sumberg further argues that lack of commercial credit, 
“precluded in effect by the reciprocity principle”, works in the 
same direction, and that this principle runs counter to a “shift 
of zonal resources toward higher productivity.” The Treaty, he 
adds, “‘will not allow this greater productivity to be used for 
general benefit.” This is clearly a purely theoretical argument. 
The basic principle behind the Treaty is precisely to achieve 


*See my Trayectoria del Mercado Comin Latinoamericano (México, 
Centro de Estudios Monetarios Latinoamericanos, 1960), p. 88. 
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greater general productivity, that is, a more rapid rate of eco- 
nomic growth for the member countries than would be pos- 
sible in its absence, and higher output-capital ratios; but a free- 
for-all, textbook type of customs union or common market, is 
not going to be the modus operandi of the Treaty. It shall be a 
free-trade zone, as understood under ArticleX XIV of GATT, and 
is to be implemented gradually and progressively over twelve 
yars. It must obviously be carried out without creating such 
inequities or stresses as could lead to stalemate or failure. One 
of the most interesting features of the negotiations that took 
place at Montevideo was the educational value involved in the 
contrasting and conciliating of national and regional points of 
view, in such a way that the long-run objective may be at all 
times upheld. The Treaty as such, however, is concerned with 
trade. It is not a treaty on economic development. 

Mr. Sumberg’s generally critical, and often inaccurate analysis, 
induces him to conclude, from the voting system adopted for the 
first two years, that the Treaty is a practically useless document. 
Article 38 states that the decisions of .the Conference—the high- 
est organ of the Association—shall, during that first period, 
be taken by a two-thirds majority, provided no negative vote is 
cast. In other words, a country retains in effect a veto power, 
but if it chooses to abstain from voting, a two-thirds decision 
is valid. For three specific purposes—approval of the budget, 


election of officers and of the Executive Secretary, and date and . 


place of the sessions of the Conference—an unqualified two-thirds 
majority is sufficient. Mr. Sumberg’s argument is that, except 
in these ‘‘minor matters”, unanimous voting is required, and 
that this means that “‘no state is bound without its consent’; 
from where he concludes that “it means agreement at the lowest 
point of cooperation”, “‘no agreement at all”, and so forth. It 
is well to recall that the Conference is a decision and policy- 
making body, but that each member state is sovereign. The 
Conference is not a supranational entity. It would not be wise, 
in the first stages, to force a state, by a simple majority vote, to 
accept a policy or a decision that it might consider contrary to 
its national policy. As the practice of cooperation is gradu- 
ally intensified and the bond of common interests becomes 
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stronger, it may be that the voting system could, as provided, be 
revised; though perhaps unanimity would then, with more rea- 
son, tend to prevail. The provision for abstention, which signi- 
fies non-approval but not disapproval, is in effect a sensible way 
to facilitate understanding in the early period in which the As- 
sociation must not be weakened by completely watered-down 
decisions. An abstention, incidentally, does not make a major- 
ity decision any less binding if the required number of affirmative 
votes is cast. It may be to quibble with words, but a qualified 
majority is not quite the same as unanimity in the ordinary sense 
of this term. Mr. Sumberg seems to prefer to deal with abso- 
lutes and negatives. 

I am unable to conclude these comments, which I offer earnestly 
and in the interest of understanding, without expressing regret 
that such an important step taken by a group of Latin American 
countries—the signing of the Treaty of Montevideo setting up 
the mechanism for achieving a free trade zone and, eventually, a 
common market—could be so misunderstood and even belittled 
as in Mr. Sumberg’s article. Criticism is always welcome. All 
treaties and policies are imperfect; this is not a prerogative of 
Latin America. But criticism, if it is to be of any value, should 
be accurate and should be presented objectively. 








The Democratic Party’s 
New Horizons for the Americas 


By Simon G. Hanson* 


In 1958 the United States Air Force hastily organized “‘Opera- 
tion Poor Richard” as a precautionary step to assure the safe 
return of the Vice-President from his “goodwill” mission to Latin 
America. The deterioration in U.S. relations with Latin America 
had reached a new low. 

Politics demanded that the Congress profess vast concern, that 
the Administration be flayed for the erosion of U.S. prestige by 
the long years of platitudes, that a Congressional investigation 
be demanded. The Senate voted funds for an investigation by 
a subcommittee of the Senate Foreign Relations Committee and 
promptly lost interest in the subject. The subcommittee was 
headed by Senator Wayne Morse. 

The failure of the Morse Committee to conduct a serious and 
adequate investigation of the origin and causes of the deteriora- 
tion in our inter-American relations and to bring in recommenda- 
tions based on the creative thinking of the best minds of the 
nation represents a tragedy whose consequences will long be 
felt by the United States. A number of studies were commis- 
sioned by the committee and, perhaps advantageously for the 
United States, remained largely unread by the Congress. Junkets 
were arranged for individual Senators which served to provide 
relief from the strenuous pace of life in Washington and per- 
haps helped bring their familiarity with our Latin American 


*Author of Economic Development in Latin America (Inter-American 
Affairs Press). The reader may want to consult also Acierto, ““A Marshall 
Plan for Latin America (Inter-American Economic Affairs, September 
1947, pp. 3-20) and John Hickey, “Blackmail, Mendicancy and Inter- 
vention” (Inter-American Economic Affairs, Summer 1958, pp. 43-82.) 
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policy closer to the level of college seniors at a good university. 
The advice of foreign agents engaged by foreign powers to pur- 
sue certain objectives vis-a-vis U.S. policy was apparently con- 
sidered by the committee to be a suitable fountain for guidance, 
but in general there was no adequate effort to mobilize fully the 
minds of the most experienced and most knowledgeable mem- 
bers of the U. S. community to cope with what had become an 
urgent problem. 


If, indeed, the Republican Administration had failed dismally 
in the conduct of inter-American relations, there was obviously 
little to be expected from the majority party either while the 
chairman of the Senate Foreign Relations Committee, drawing 
seemingly on a fund of ignorance nourished over the years 
by countless State Department briefings, could hold that “the 
deterioration of our Latin American relations is not so much 
a material matter. It-is an attitude, a matter of good manners. 
Regarding them as important people, and being courteous to 
them is very essential. Our international manners are often 
atrocious.” * 


The Issues. The issues were clear: (1) Is it possible to de- 
vise an operational technique for the principle of non-interven- 
tion which would permit a more effective degree of discrimina- 
tion between democratic and non-democratic governments in Latin 
America? During the Cuban difficulties that were to follow, 
a writer in the Manchester Guardian was to be critical of the 
“false dichotomy of values which says that dictatorship is per- 


1 Interview with Senator Fullbright, published in The Christian Science 
Monitor, April 29, 1959. “I don’t know anything positive that we have 
done that has alienated them (the Latins). We just haven’t done 
anything affirmative to conciliate them and make them feel that we are 
interested in them.”” Sixteen months later, confronted with the Admin- 
istration’s new plan for Latin America, Fulbright was to claim that “for 
a good many years, responsible citizens and legislators, predominantly 
Democrats, have been calling for a really adequate long-term program 
of assistance for economic development in Latin America. For eight 
years these recommendations have been ignored. Now, at the eleventh 
hour, as the last dying gasp of this administration, we have received a 
request for a special authorization . . .” (Congressional Record, August 
19, 1960, p. 15611.) 
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fectly acceptable so long as it does not nationalize oil refin- 
eries.”. And the operational stupidities which had occasioned 
open praise for Perén, award of medals to the Venezuelan dic- 
tator, and other similarly unnecessary manifestations of solidarity 
with the worst of the dictators, had belatedly come to be recog- 
nized as such by even so highly placed an “expert” on Latin 
American policy as the President’s brother. Perhaps it was true, 
as the Christian Science Monitor hoped, that “the American cons* 
cience has not lost its vigor in wishing other peoples free to be 
governed by their own consent.” * And after seven years of hor- 
rendous mistakes, the President spoke with undoubted honesty 
when he finally adopted the position that henceforth “we repudi- 
ate dictatorship in any form, Right or Left.” 

But in an era when a shrewd dictator plays on the imperative 
of social revolution to mobilize majority support in his country, 
an operational technique by which the United States can show 
its aversion to dictatorship without intervening to overthrow 
majority-supported governments remained to be discovered.* Cer- 
tainly, the belated shift by Milton Eisenhower to “‘the policy of 
a correct handshake for dictators and an embrace for democratic 
governments” was not alone the solution to this aspect of the 
problem of the deterioration in inter-American relations. For, 
as Messrs. Pike and Bray have pointed out in an extremely good 
paper, “the sad truth is that the state of affairs in Latin America 
has now sunk to such a low level that the U.S. could help to 
destroy a democratic regime by ‘embracing’ it.” * 


2 March 3, 1960. 

8 It might be noted that as late as August 4, 1960, the unbiased Asso- 
ciated Press reported from Ciudad Trujillo that the ‘‘relative prosperity 
which General Trujillo brought to the peasants and the lower-class city 
dwellers in earlier years appeared to have maintained his personal appeal 
with them’ even when economic conditions sagged. And it will be 
recalled that even two years after the overthrow of Perén, he commanded 
such popular support that the provisional government felt it necessary 
to warn in effect that it would declare the election results invalid if the 
people should choose a regime leaning toward Perén. 

* Frederick B. Pike and Donald W. Bray, “A Vista of Catastrophe: 
The Future of United States-Chilean Relations,” The Review of Politics, 
July 1960, p. 417. Congressman Porter claims that ‘Vice President 
Nixon stopped off in Puerto Rico, and able and democratic Governor 
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(2) Can further political alienation be avoided unless there 
is a differentiation between external aggression and communist 
activity of domestic origin? It has been noted elsewhere that 
in the case of Guatemala, the justification of action by Secretary 
of State Dulles had stressed external aggression, whereas the 
State Department’s Blue Book had emphasized internal factors— 
the seeds of communism thriving in an atmosphere of domestic 
Origin. Since the Latin Americans were inclined, partly as a 
result of U.S. support of ‘independent’ communist regimes in 
Europe, to view with less agitation and concern any communist 
activity of internal origin, did the current U.S. intervention thesis 
in the event of communist successes threaten to put the com- 
munists in the position of being the defenders of independence 
and nationalism and thus put the United States at a very unfavor- 
able political disadvantage? 


(3) Is there any defense against the increased propensity to 
blackmail the United States at the United Nations for economic 
concessions in return for political support, particularly since the 
growing numerical strength of the lengthening list of under- 
developed nations was weakening the U.S. position. The Lon- 
don Times was to editorialize later that at the San José Confer- 
ence, “to get even the virtually ineffectual resolution condemning 
communist intervention passed—Cuba is not mentioned — Mr. 
Herter found it necessary to hint that otherwise American aid 
might not be forthcoming.” ° Were we to resign ourselves to 


Luis Munoz Marin convinced him that our policy should be to give 
a formal handshake to dictators and a warm embrace to democratic 
leaders . . . Dr. Milton Eisenhower included this recommendation in the 
report to the President in January 1959.” (Congressional Record, 
August 30, 1960, p. 17169). The whole period of the Eisenhower Ad- 
ministration had been a period of discovery. For instance, early in the 
first term, the Vice President” discovered” the Inter-American Highway; 
Secretary Dulles “discovered” a role for the government in the admin- 
istration of technical assistance; the President himself ‘‘discovered”’ the 
economic potential of Brazil; a Secretary of the Treasury “discovered” a 
great opportunity to make money in Brazil if a concession could be 
squeezed out of the government on suitable terms, etc., etc. 

5 August 30, 1960. The Daily Telegraph (London) reported that 
“my information is that in the two days before the San José resolution 
the United States made it clear that a favourable vote might have an 
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paying and paying and paying for support—and sometimes not 
even being able to show value received? 


(4) At a time when the United States was limiting its mili- 
tary assistance to Latin America to well under $100 million per 
year—quite insignificant in the aggregate of expenditures budg- 
eted for the Latin military by their own governments—what 
could the United States do to achieve a smaller military estab- 
lishment in Latin America, without jeopardizing the friendship 
and cooperation of military men with a heavy vested interest 
in the size of the military establishment, without reducing in- 
ternal defenses against communism, without further reducing 
the sense of participation in defense of the free world which 
was already too low in Latin America, and without exposing the 
countries to the reign of terror which the civilian militia had 
already created in Bolivia and which it was later to create in 
Cuba, and without incidentally exposing the countries to the rise 
in the proportion of gross national product taken for military 
purposes once the militia took over from a disciplined military 
establishment as it had in Bolivia? 


The Pentagon’s position was clear: “We think they have 
larger military forces than they have any need for,” the Army 
told the Senate Appropriations Committee, “we definitely want 
them to reduce their forces . . . it is a burden on their economy 
and it is a temptation to mischief.° 


important bearing on the way the U. S. handles future economic rela- 
tions with Latin America. This cheque-waving succeeded in getting 
for Mr. Herter a decision which, on paper, is just what the White House 
ordered. Whether the document will have the desired effect is another 
matter.” (August 31, 1960). The U.S. Congress was actually more 
interested in whether the Panama Canal had been signed away as a quid 
pro quo for Panama’s support than it was in the loans that had been 
used to buy support. It should be remembered that the use of loans 
to buy votes at Inter-American Conferences is standard practice for the 
State Department. Indeed, the classic story in the Department in the 
early 1940s concerned the delegation which returned with a number of 
loan commitments and immediately developed uncertainty as to how 
much had been promised two of the countries. Since that time, our 
delegations keep much better records. For the concern over the price 
paid for Panama’s support, see Congressional Record, August 31, 1960, 
p. 17351. 
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Yet, the operational technique by which the United States 
could inject itself into this strictly internal decision was not 
in sight or in mind. 

And from the Latin American viewpoint, it has been generally 
recognized recently that one consequence of Castro’s aggressive 
tactics had been to make any Latin American disarmament in 
the near future a practical impossibility. ‘No government would 
dare to reduce its army now that almost every Latin American 
country is in danger of a terrorist ‘Fidelist’ movement, and some 
of them under threat of a ‘Fidelist’ abetted invasion." 


(5) Since the concept of Fortress America was a thing of the 
past, and since this government was preparing to assume major 
obligations for the acceleration of the economic development of 
Africa, what actually could be salvaged from the old concept of 
hemispheric or continental solidarity? It was clear that develop- 
mental expenditure inevitably must involve new foci of competi- 
tion for Latin American exports—competition had in fact already 
become severe in some important lines—and it was equally clear 
that a failure to expand African external purchasing power 
would doom the program of cooperation with that region. Given 
the irresponsibility which the Latin Americans prefer to assume 
vis-a-vis problems outside their immediate sphere, the certainty 
that the U.S. can not join in that irresponsibility, and the reluc- 
tance of the Latin Americans to face up squarely to problems of 
competition, how was the United States to combat the growing 
panic at African competition and the inevitable tendency of the 
Latins to throw it up to the U.S. as if it were a U.S. problem. 


(6) What is the economic corollary of Henry Cabot Lodge’s 
warning to Arkady Sobolev to “stay out of this hemisphere and 
don’t try to start your plans and your conspiracies over here?” 
Had Lodge thought through the problem sufficiently to conclude 


®The last Eisenhower budget carried only $67.1 million for Latin 
America and of this, $18 million represented credit financing rather than 
outright funding of costs. Latin American military budgets run into 
the billions. 

7 Victor Alba, “Fidelism for Export”, The New Leader, September 5, 
1960, p. 4. 
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that this meant the United States must stand ready with pre- 
clusive investment policy (offer financing for plants and projects 
any time the Russians make an offer, even though the project 
is totally uneconomic or properly of low priority, and accept 
losses in order to meet Russian terms), or that the U.S. should 
stand ready also with a preclusive purchasing policy to avoid 
a crippling entanglement of Latin American interests in a Rus- 
sian trade network which could put them at the mercy of the 
communists? And had anyone yet conjured up the likely cost 
of this economic corollary of the Lodge warning? 


(7) Was it in fact true, as the London Times insists, that 
“the mass of Latin Americans are increasingly inclined to the 
left?” What are the implications of that drift? Was the low 
standard of living of the bulk of the Latin American community 
the cause of this drift? And most important of all, is it within 
the competence—financially and politically—of the United States 
to raise the standard of living sufficiently in the immediate years 
ahead to slow the drift to the far left at which point the area 
would be lost to the free world, or even to reverse the direction? 

Can a social revolution be promoted effectively from the out- 
side, in the face of such obstacles as the refusal of the incumbent 
regimes to correct the social abuses, the failures of fiscal and 
land policies, which largely account for the unsatisfactory gulf 
between the fraction of the population at the top and the great 
bulk of the people? 

Essentially the Latin Americans had been unwilling through 
the years to rely on their own resources, to do what only they 
could properly do, to mobilize their own resources effectively. 
Instead, they had depended on a constant and noisy shifting of 
the responsibility to the United States by demands for (1) the 
underwriting of commodity arrangements which would incorpo- 
rate all the worst features of the unsucessful U.S. farm program 
with the added difficulty of the lack of control by the U.S. which 
the ever-present and insistent defense of sovereignty assured, and 
(2) a continuing proliferation of the structure of "lending" 
agencies, a buildup of a great international bureaucracy to rival 
that of the individual country bureaucracies which were them- 
selves a contributing factor to the area’s sad economic state, 
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with the single purpose of bleeding the U.S. of limitless contribu- 
tions of funds, subject also to the maximum deceit for internal 
US. political purposes in the form of “concealment” of grants 
through cover-labels about local-currency “loans’’, etc. 


With a deteriorating balance of payments, was it so certain 
that the U.S. could open itself to the limitless drain implicit in 
the Latin attempt to shift responsibility for its domestic policy- 
inadequacies to the United States, without dire consequences 
for the U.S.? And given the continuing unwillingness of the 
Latins to make serious and effective adjustments, was there 
any reason to believe that assistance within the realm of financial 
responsibility on the part of the U.S. could overcome the com- 
posite of uneconomic measures which the area chose to inflict 
upon itself in the resistance of its leadership to the necessary 
reforms ? 


(8) If the United States was to retreat from sound economic 
policy, were the American people entitled, as elements in a 
democracy, to know about it, or should the government continue 
to conceal the facts of U.S. aid and of the actual ‘‘achievement’”’ 
of such aid in order to avoid Congressional and popular op- 
position ? 


(9) If the United States was to retreat from sound economic 
policy, must it nevertheless continue to be bound by the long- 


standing ban on economic assistance to governmental economic 


entities (petroleum, etc.) such as had almost doomed the Mexican 
relationship was contributing to a certain deterioration in the 
Brazilian-American relationship, and everywhere impeded effective 
economic relationships? In other words, if the treasure of the 
United States was to be spewed out without regard to the ineffec- 
tiveness of expenditure, as indeed the Latin proposals for the 
abandonment of the marketplace as a determinant of price and 
for the lifting of all ceilings on U. S. concealed donations im- 
plied, must we still protect a half-dozen companies in their pur- 
suit of petroleum concessions regardless of the national in- 
terest? Was this the end-product and objective of the US. 
policy ? : 

One could hardly say that under the good-neighbor policy the 
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concession hunters had been wholly subordinated to the larger 
ends of U.S. foreign policy. Still, in cases like Sumner Welles’ 
vigorous insistence that the oil companies accept the 50-50 formula 
in Venezuela (which afterwards turned out to be the best thing 
that ever “happened” to the reluctant companies), and in the oil 
settlements imposed on the companies in Mexico and Bolivia 
for political purposes, there was at least a consciousness of the 
priority of American foreign policy over the individual company’s 
capacity to exploit a particular country unmercifully. 


By contrast, the good-partner had reverted to the days of the 
dollar diplomacy, and as late as 1960, high officials were testify- 
ing that they saw nothing inconsistent in this government paying 
hundreds of millions of dollars of taxpayers’ funds to gain cer- 
tain political support in Latin America and simultaneously per- 
mitting individual investors to so conduct themselves that the 
support thus purchased must quickly evaporate. Let Under- 
Secretary of State Dillon speak: 


Congressman Beckworth: “If the people of the State Depart- 
ment knew that a given company was conducting itself in such 
a way that it was exploiting the people of a given Latin American 
country, would you feel you should do anything about such a 
situation ?” 

Mr. Dillon: “Unless it was something so flagrant that it was 
brought strongly to our attention by another government or by 
the papers or something public, I don’t think we would feel 
that that was our direct concern.” * 

In other words, if the Department feels that a major investor 
can get away with murder, to use the slang expression, by all 
means let the attempt be made. The long years of experience 
showing that the facts do emerge (and with increasing speed 
in these enlightened times) had had no effect on the thinking 
of the makers of the good-partner policy, apparently. And aside 
from that practical consideration, the Department rejected any 
moral responsibility in the relationship with our neighboring 
countries. Thus, the Department considered it quite proper 


8 Hearings before the House Committee on Foreign Affairs on H. R. 
13021, p. 32. 
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with the one hand to encourage wrong-doing to the advantage 
of a handful of Americans while demanding from the U.S. tax- 
payer with the other hand hundreds of millions to undo the 
inevitable damage. 

Senator Morse had raised the same issue in 1957: “Have we 
reached the point in our history where words such as “strength- 
ening of ties’ mean something? Where you (companies) enter 
into economic agreements on a large scale in a foreign country, 
whether you know it or not you have a great influence on foreign 
policy and therefore your agreements ought to be negotiated 
in the framework of an understanding between our government 
and that foreign government as to the conditions that must be 
met. Our history is replete with incidents of foreign invest- 
ments which have led to international incidents which have 
involved our governmennt, sometimes involving the lives of our 
boys sent in to protect .the investments.’ ° 

Bu the current custodian of the good-partner policy, Assistant 
Secretary of State Rubottom, could only respond that “if it ever 
became clear that they (the companies) were engaged in a policy 
which was contrary to ¢he/r interest, and therefore to the interests 
of the U.S. Government, we would undertake to so advise them.” 

And in 1960 this policy was firmed up to make it clear that 
the Department of State feels that if a company stands a good 
chance of not being exposed in its exploitation of a foreign coun- 
try—at least not in the near future—then the Department is pre- 
pared to cooperate in the exploitation even though at an early date 
this might necessitate the expenditure of hundreds of millions 
of dollars of taxpayers’ funds and even the loss of lives to smooth 
out the difficulties created by the unseemly exploitation. 

In an era when the bribery of foreign-aid programs was being 
put forth as the key to improvement in inter-American relations, 
clearly an issue before a U.S. congressional committee was the 
feasibility of stripping the American people of their hard-earned 
treasure (or diverting it from public facilities badly needed in the 
U.S.) for Latin American social welfare programs intended ulti- 


® Hearings before the Senate Foreign Relations Committee on the Nom- 
ination of Roy R. Rubottom, Jr., p. 60. 
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mately to bring political stability and the hoped-for support of 
the free world, at the same time that the Department was enunci- 
ating a policy of not interfering with exploitation by investors 
which promised disruptive results that would emerge far more 
rapidly than the slow political achievements of social welfare 
programs. 

It is fortunate that the great bulk of American overseas in- 
vestment consists of investments recognizing the need to avoid 
“quick killings’ and exploitation of the type that permanently 
damaged the image of U.S. investments generations ago. But 
it remains true that it is the few bad apples in the barrel that 
contaminate the whole group, and thus the attitude of the State 
Department voiced by Messrs. Rubottom and Dillon becomes 
extremely important. 


Senator Morse’s Answer. To this situation defined by the 
issues that have been listed and some not listed, the chairman 
of the subcommittee appointed to probe the failure of American 
policy in Latin America brought essentially one answer: More 
money. “There is nothing wrong,” said Senator Morse in the 
report dated February 20, 1960, “with U.S. policies in Latin 
America that could not be cured by more loan money, some addi- 
tional technical assistance and human-welfare grant money, and 
a great deal more sympathetic understanding of Latin American 
problems.’® Could there be a greater demonstration of intel- 
lectual bankruptcy than the introduction of this international 
corollary to the New Deal's ‘we shall spend and spend and spend 
and elect and elect and elect?” 


The Castro Plan. The Morse Committee having failed to dis- 
charge its responsibility properly, the Congress—Democrats and 
Republicans alike—slept on. When the President returned from 
his Latin American trip, the State Department was asked: “As a 
result of the President's trip, is there going to be any change in 
the emphasis in the mutual security program in Latin America?” 


10 Report of Senator Wayne Morse on a Study Mission to the Committee 
on Foreign Relations, U. S. Senate, ‘South America: Argentina, Bolivia, 
Brazil, Chile, Columbia and Venezuela.”’ 
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The reply was cheerful and confident: “No, sir.” The recom- 
mendation as to the size of the appropriation sought would not be 
changed. (Aid to Latin America along traditionally sound lines 
was even being rapidly reduced at the time).** All was well! In- 
deed, had not the President returned without the stonings and the 
spit baths which had been accorded the Vice President? Perhaps 
the situation was even improving. 


Then Fidel Castro began action against the oil companies in 
Cuba. The patience of the U.S. was at an end. The sensitive 
nerve in American policy had been touched. Action was triggered 
to prevent a spread of the threat. 


The White House announced in July that it would seek an 
authorization of $500 million for social-welfare projects in Latin 
America and linked the plan specifically to developments in Cuba 
by specifying that Castro would not have access to the new money. 
It was the old White House reaction, which Senator Kennedy 
had described well: “Reacting ad hoc to a crisis here and a crisis 
there, year by year, region by region.” The timing was atrocious, 
offensive in the extreme. Said the shocked conservative Journal 
of Commerce (N. Y.): “As a political weapon it won’t fool many 
people anywhere including Latin America. As part of a sound 
long-range aid program it was born in peculiar circumstances. 
It is like trying to punish one disorderly boy by presenting all his 
brothers with ice cream cones.” The Journal deplored “the tim- 
ing of the announcement as well as the evidence that it was a spur 
of the moment affair.” 


The State Department tried to squirm out of the obvious fact 
that this vague new scheme originated in Castro’s actions against 
USS. investments. To its consternation, the scheme began to carry 
the label “The Castro Plan,” instead of establishing a grand image 
such as the Marshall Plan had created. Congressman Judd asked 
the Congress to believe that the bill requesting the $500 million 
authorization ‘‘can be thought of as the Castro Bili only in terms 
of what Castro’s actions in Cuba have done to awaken the coun- 
tries of this hemisphere to what is already happening and what 


11See Simon G. Hanson, “The End of the Good-Partner Policy.” 
Inter-American Economic Affairs, Summer, 1960, pp. 65-92. 
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can happen in the future.” There was polite unimpressed _re- 
action to this. 


“It has been only four or five months since the Administration 
submitted its mutual security program,” said Chairman Fulbright 
of the Foreign Relations Committee. ‘What has happened since 
then to create a need for this new program? Has there been any 
serious deterioration in the standard of living in Latin America?” 

Under-Secretary of State Dillon squirmed: ‘“There has been 
no change in the standard of living but there has come a greater 
realization for the need for social development.” 

Fulbright persisted: “This need has existed all along, has it 
not?” 

Dillon agreed: ‘‘I think this need has existed. It has become 
more acute as time marched on.” 

Fulbright went to the point: “Did the growth of communism 
in Cuba and elsewhere have anything to do with creating this 
urgency on the part of the administration for this program?” 


Dillon was still fighting: “Certainly. But it is not right to say 
that this was a proposal suddenly put together solely because of 
the situation in Cuba.” ** 


After all, for seven years the Eisenhower Administration had 
shaped our Latin American policy to fit the requirements of a 
handful of concession-hunters, many closely associated with the 
White House. The Administration had scored a “victory” at 
the Caracas Conference by refusing to consider the central prob- 
lem of the Americas, as Latin Americans saw it. The Adminis- 
tration had gone to Rio and failed to deliver on the promises 
made at Caracas. It had flooded the Latin Americans with 
platitudes and, fatal error for any maker of policy, had deluded 
itself into thinking that the Latin Americans were too stupid 
to understand what was happening. Now, after seven years, 
there was the final degradation of the good-partner policy, the at- 
tempt to buy support for the fight against Cuba. 


12 Congressional Record, August 31, 1960, p. 17363. 
18 Hearings before the Senate Foreign Relations Committee on S. 3839, 
p. 11. 
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The Reaction of the Democratic Party. Now, loose—spend- 
ing programs, confidence in self-breeding and self-perpetuating 
bureaucracies, and abuse of the catchwords of our time (integra- 
tion, planning) had in the minds of the Democratic Party come 
to be prerogatives of their party. Here was an invasion of their 
position. The party reacted vigorously: 

Congressman Burleson found the new plan a recurrence of 
dollar diplomacy and warned that ‘‘a rush to shower more money 
on Latin America is not going to put a mad dog of the Caribbean 
in the pound.” ** 


Senator Smathers rose to ‘‘warn the Senate and the country at 
large that 600 million or even 600 billion will purchase no friends 
for us in Latin America. We will fail if we write out a blank 
check and make as if to drop it in a beggar’s hat.” 


Senator Humphrey, indignantly told the Senate that “the 
answer to these probléms is not just taking out the checkbook. 
This is like a rich father just writing out the check.” Indeed, 
“what is really needed at this stage in Latin America is not money 
but planning.” 

And an aide to Presidential candidate Kennedy told the Chicago 
Sun-Times that the candidate believed that “the good-neighbor 
policy was a success not because the United States poured money 
into Latin America but because the New Deal had impressed 
the people there.** 

Leadership in the attack was provided by Assistant Majority 
Leader Mansfield in a major speech delivered at the opening 
of the post-convention session of the Congress on August 8, 1960. 
In the view of the Democratic Party, to use Senator Humphrey's 
remarks, ‘Mansfield has brought policy order out of what for 
many months and years has been policy chaos in Latin American- 
United States relations.” 

What made up the new “‘policy-order” which was now unveiled 


by the Democratic Party as establishing ‘““New Horizons for the 
Americas?” 


14 Congressional Record, August 31, 1960, p. 17364. 
15 July 17, 1960. 
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Mansfield’s New Horizon for the Americas. Senator Mans- 
field was no stranger to the Latin American problem. In a few 
days’ visit to Bolivia in 1956, for instance, at a time when 
“ICA operations were just hopelessly involved . . . they were 
throwing too much too fast down there with no organization 
to take care of it,° and at a time when the economic position 
was deteriorating in dreadful fashion largely as a result of policies 
instituted by the Bolivian government without the effective dis- 
approval of the United States (although the American Embassy 
faithfully chronicled the steady deterioration), Senator Mansfield 
had quickly reached the conclusion that ‘‘a remarkable advance” 
had been registered during the past few years, and “the technical 
cooperation program had been a factor in the advance." 

Mansfield’s findings were easily up to the standard established 
by an associate in 1958 when he returned from the Caribbean 
to report that “the general situation in the Caribbean today as 
far as the United States is concerned is good,” and “if there 
should be a change in the Government of Cuba it is diffi- 
cult to conceive the possibility that any new regime would be un- 
friendly to the United States.”* 


Again, in Mexico on successive trips Senator Mansfield had 
seen enough of the technical-assistance program to conclude that 
“serious reflection should be given to the termination of the pro- 
gram at an early date . . . I found little evidence that responsible 
officials in both the United States and Mexico share any particular 
enthusiasm or even interest in continuation of the program as a 
whole.” 


Mansfield was no stranger to the requisites of international 
trade policy in the modern era, either. At one time and another 


16 Report of the Senate Committee on Government Operations, ‘‘Ad- 
ministration of U.S. Foreign Aid Programs in Bolivia,’ (86th Congress, 
2nd Session, Report No. 1030), p. 3. 

17 Report of Senator Mike Mansfield and Senator Bourke B, Hicken- 
looper, “Technical Cooperation in the Andes Countries of South America,” 
(85th Congress, 1st Session), p. 2. 

18 Report of Senator George D. Aiken, “Study Mission in the Car- 
ibbean Area December 1957,” 85th Congress, 2nd Session), p. 22. 

19 Report of Senator Mike Mansfield, “Study Mission to Mexico,” (85th 
Congress, 1st Session), p. 1. 
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he had offended the Canadians with his demands for an embargo 
on import of cattle into the United States, and he had offended 
the Latin Americans with his attempts to defend the domestic 
mining industry against competition. 

In the area of foreign aid, Mansfield had protested the ‘‘admin- 
istrative decadence which surrounds foreign aid” and demanded 
an elimination of economic assistance grants and defence grants.” 

In 1957, Mansfield had warned that “‘it is essential to maintain 
careful surveillance against any tendency toward expansion of 
economic aid activities in the Andes countries” 

Recognizing that “‘a dangerous trend is set in motion when 
what starts as an ‘emergency’ tends to become permanent,” he 
warned that “our assistance begins to underwrite on a quasi- 
continuing basis another nation’s economy. This state of affairs, 
if it persists, is to say the least, of dubious value to us or to that 
nation. It involves high costs to the United States. At the same 
time it is an invitation to inaction on the part of others in under- 
taking urgently needed measures of improvement.” 

Now, Senator Mansfield rose to outline the new “policy-order” 
which was to contrast with the existing “‘policy-chaos.” 

Mansfield’s position may for purposes of analysis be divided 
into three sections: (a) His judgment of the immediate situation 
—largely the Cuban affair. (2) What he chose to call his 
“new insights.” (3) What he chose to call his “new policies.” 

To the Cuban problem, he brought only one new thought, 
namely, the proposal that this government abandon its traditional 
position on “just prompt and effective compensation” as a requi- 
site in any situation where property is taken over by the foreign 
government, and substitute for it a position limited to “‘com- 
pensation on terms which take into consideration” the economic 
and financial capacities that remain after a confiscator has wrecked 
its economy by the confiscation. This would reduce compensation 
to meaningless proportions, and encourage departures from a 
rule of law. It would essentially mean the end of a rule of law 


20 May 15, 1959. . 
21 “Technical Cooperation in the Andes Countries of South America,” 


p. 9. 
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for foreign investment. Beyond this “contribution”, Mansfield 
mouthed only the most trite of specifications regarding action 
on Cuba: maximum use of the Organization of American States 
to isolate the basic issues and act to meet them; recognition of 
the right of sovereign nations to institute reforms, and emphasis 
on our sympathy with social reform generally; recognition of the 
undesirability of unilateral military intervention; recognition of 
the right of foreign countries to trade wherever they please; joint 
hemispheric action to avoid establishment within the hemisphere 
of foreign military bases (“‘foreign” defined as non-American). 

Thus, beyond the damaging and unacceptable blow to ultimate 
establishment of a rule of law governing foreign investment, 
Mansfield could not be said to have introduced “policy order” 
to substitute for “chaos.” 


Beyond Cuba, in the immediate situation, Mansfield went along 
with the well-known fact that “inter-American relations are not 
good and they are not getting better,” and genially accepted the 
fact that “the schisms in inter-American relations began to appear 
even before this administration took office.” 


Next, Senator Mansfield offered up what he called his “new 
insights.” These consisted of the desirability of better under- 
standing through more effective communications; more study of 
Latin America in the United States and of the U.S. in Latin 
America; final decision on the proposal for a University of the 
Americas; more exchange of persons; encouragement of tourism. 
Are these “‘new” insights? Conscious perhaps that this common- 
place listing would be recognized as rather pathetic, the Senator 
added the unique product of his own powerful thinking, namely, 
that the President-elect should make a pre-inauguration trip to 
Latin America and even invite the other Presidents to come to 
Washington to initial the Bogota pact. Clearly, this section of 
Senator Mansfield’s presentation must be rejected as offering nei- 
ther “new horizons” nor ‘‘new policy-order.” 

This brings us to his “new policies.” Mansfield asked that 
(1) the United States recognize the desirability and inevitability 
of change in Latin America, (2) that private investors seek maxi- 
mum integration with local economies through the mixed-capital 
device, through use of Latin American management personnel, 
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and through maximum employment of domestic workers; (3) 
that the U. S. substitute for the “one-sided haphazard aid” a care- 
fully planned shared-cost program of developmental cooperation; 
and (4) that the United States view sympathetically efforts to 
create a common market in Latin America. 

Now, it must be obvious that the obstacle to change in Latin 
America is not of U.S. origin. It is domestic, and nothing that 
the United States can do properly can possibly alter the vested 
interest in the status quo until the nations themselves individually 
and democratically strike out for an alteration in the situation. 
The suggestions regarding the behavior of private capital are not 
only trite but more importantly, they fail to comprehend that the 
very alignment which Mansfield asked American business to make 
is precisely with the group in the Latin community that most op- 
poses change, that opposes social revolution, so that increasingly 
the identification with this local element must create the worst 
possible image of American business abroad and make its stay 
in the area highly uncertain. 

Again, the notion of shared-cost-is pure political window- 
dressing. There is neither inclination nor capacity among the 
individual Latin American countries to share the cost of any 
grandiose scheme except possibly within their own country. 
None other than the U.S. has the financial capacity or the slight- 
est inclination to contribute seriously to the economic development 
of the other countries while their own countries are in such un-- 
satisfactory condition. And after all, if the individual countries 
were willing to finance social welfare measures adequately in 
their own country, what has stopped them all this time? Surely 
the U.S. never opposed such measures. This is presumably what 
the distinguished Argentine economist, Raul Prebisch, had in 
mind when at the Bogota Conference he reportedly pointed out 
that he did not believe that Latin America ‘‘even with the small 
aid it has received” had done enough for itself, and went on to 
cite the frightful illiteracy rate as an example, asking “Did Latin 
America need outside capital to provide schooling?” Prebisch 
cited other deficiencies of policy such as the failure to force land 
into production through suitable tax measures, the failure to use 
the income tax to create a better distribution of wealth, etc.” 
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Again, instead of yapping ignorantly about a common market 
as something the U.S. must move on, Mansfield might better 
have noted that here again the decisions rest with the Latins, 
and as a competent economist pointed out in a recent issue of this 
journal, the Montevideo agreement had been distinguishd for the 
fashion in which the authors of the Treaty insisted that present- 
day interests rest on an economic structure that they feel must 
go, for it does not satisfy present needs and much less future 
ones. Yes, the net of the period of negotiations was the demon- 
stration that the structure would survive for the Latins seemed 
prepared only to attack it in speech and to support it in deed.” 


The State Department in its presentation to the Congress of the 
new concealed-grant program had at least paid lip service to the 
need for institutional reforms in Latin America before any U.S. 
program could be of genuine assistance or even be justified. Yet, 
the Department had as promptly conceded in effect that if we 
waited for such institutional reforms of a serious character, the 
program might never get off the ground. For it chose promptly 
to identify “the bulk of the Latin American countries’, to use 
Under-Secretary Dillon’s phrase, as having already shown they 
are ready “to carry out effective institutional improvements and 
self-help measures in the field of social development.” Excluding 
Brazil from access to the new money as further punishment for 
the continued failure to come across with the iron-ore concession 
and the petroleum concessions, the Department listed such coun- 
tries as Argentina, Bolivia, Peru, Chile, Ecuador and Panama, as 
among those conspicuously in the lead in undertaking social re- 
form commensurate with justification for a U.S. grant program. 


What actually was going on? In Mexico where great ad- 
vances were being achieved, the revolution was actually bankrupt 
—on the testimony of foreign and domestic observers alike. Chal- 
lenged by the rapidly rising population, Mexico’s superb corps of 
economists—the nation’s greatest single resource in the economic 
field—was embarked on a program of boosting productive 


22 New York Times, September 9, 1960. 
*8 Theodore A. Sumberg, ‘‘Free-Trade Zone in Latin America,” Inter- 
American Economic Affairs, Summer 1960, pp. 51-64. 
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capacity almost at any cost, on the assumption that sufficient bene- 
fit would trickle down to the masses to make the policy worth- 
while, even if at the same timc no improvement and even a de- 
terioration in the distribution of income took place. The Mexi- 
cans were not relying on concealed grants from the U.S. or from 
anybody else.” 


In Argentina, there were no signs of serious reforms either with 
respect to land, or taxation, or any of the lines commonly iden- 
tified for this purpose. The net effect of current agricultural 
and pastoral policy was to further intensify the gap between 
the large landowners and the mass of the people. The net effect 
of industrial policy was to reduce the share of the gross national 
product accruing to labor. And facing the horrendous deficit 
financing problem, at the time the 1960-61 budget was prepared, 
President Frondizi was reported to have said that “an increase in 
taxes was simply out.of the question as the present level had 
reached the tolerable maximum!” This regime, which the State 
Department said typified the desirable degree of social reform 
internally to qualify it for access to the new slush fund, had al- 
ready rejected any notion that the immense graft within the ad- 
ministration should be reduced, it had rejected any attempt at 
reduction of military expenditure on the ground that it was a 
minority government lacking support of the people and thus 
needed the military at full strength to stay in power, it was 
hampering and destroying the democratic labor unions, it had 


24 The reaction of some Mexican technicians to the State Department's 
Castro plan may be seen in this quotation from the monthly publication 
of the Banco Nacional de Comercio Exterior: ‘As long as aid to Latin 
America is approached primarily from a quantitative standpoint, 500 
million or 5 billion will not suffice to finance contemplated industrializa- 
tion which doubles and triples the establishment of like industries that 
are anti-economic by virtue of the small size of the internal markets 
in each of the countries in the region . . . Investment needs are so great 
in the fields referred to that a direct attack on these problems with the 
small amount proposed is scarcely feasible.” They argued thus for U.S. 
support of integration to the end that Latin America “by rationalizing 
its economy, would be in a position to solve its problems of education, 
agrarian reform, public housing, etc., with its own funds derived from 
an enormously increased rate of production and productivity.” (Co- 
mercio Exterior de Mexico, August 1960.) 





NEW HORIZONS FOR THE AMERICAS 49 


achieved very substantial reductions in gross national product but 
more importantly was raising the share that elements other than 
the under-privileged could hope to obtain in the national product, 
it was not prepared to use the power to tax as a vehicle of social 
improvement. It had admitted the oil companies on terms dic- 
tated by them. Was that not enough? Surely, the State Depart- 
ment must consider such a regime to be socially-minded ? 


In Bolivia, from the start land reform had been a grab-bag 
for the faithful grafters of the major party, the democratic “uni- 
versal” vote had just been demonstrated in a presidential election 
labelled fraudulent by virtually all foreign observers, military 
expenditures were on the testimony of the U.S. Executive to the 
Congress taking an increasingly large proportion of the gross 
national product, the steady decline in the standard of living 
was proceeding under unsound policies which included confisca- 
tion without compensation, and the nation lived essentially on the 
loot” derived from the U.S. Precisely, we might add, the situa- 
tion that Senator Mansfield had at an earlier time suggested was 
not a desirable course. ‘The cure, he now found—with the con- 
currence of the State Department—was to further the reliance 
on the U. S. taxpayer. 


To call the roll of the rest of the countries would serve little 
purpose. Under-Secretary of State Dillon put it well when he 
told the Congress that “while there has been a steady rise in 
national income throughout the area, the millions of under- 
privileged have not benefited thereby.” Obviously it was domes- 
tic policy and domestic policy decisions that would determine the 
extent to which change in the direction of a more equitable dis- 
tribution of income would be affected. Yet, the whole character 
of the Mansfield presentation carried the implication of U‘S. 
intervention as the key, emphasized the USS. role. 


Mansfield As a Part of the Problem. Some time ago a dis- 
tinguished commentator and journalist, Mr. Eric Sevareid, the 
acuteness of whose observations frequently shame the academician, 
suggesting that ‘there are times when no one can build without 
first destroying the rubbish that hinders construction,” found that 
“part of the rubbish impeding the functioning of the western 
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alliance is Washington's official posture of over-patient meekness 
towards our allies, encouraged by Washington writers who are 
so close to and aware of the motes in the American eye that they 
ignore astigmatism in others.” ** The point is capable of general- 
ization. 

In an era when the capabilities of the United States are def- 
initely limited, financially as well as in terms of practical politics 
within the inter-American community of sovereign nations, does it 
suffice for members of the Senate Foreign Relations Committee 
to dwell on our responsibility and to gloss over the Latin Ameri- 
can policy deficiencies, lest the people of the United States com- 
prehend the situation too well to assent to panic policy-making? 

On the desk of the Deputy-Assistant to the President of the 
United States, there is currently a card which reads “Have you 
come with the solution or are you part of the problem?” In 
presenting his ‘New Horizons for the Americas” had Mansfield 
on behalf of the Democratic Party brought a solution or had 
he become part of the problem? 


Where was the guideline to policy? In Beltran’s comment 
in the Hearst press that “we keep thinking of how much we 
could do to open our country with $100 million worth of road 
building and housing, of how $100 million to the United States 
today is nothing, hardly a drop.” Or, in Senator Long’s state- 
ment that the State Department was saying essentially that “the 
politicians and wealthy families in control of most Latin Amer- 
ican countries do not have sufficient interest in the working 
classes to see that prosperity is generally shared by all the people 
rather than hogged by the privileged few . . . How does the De- 
partment propose to handle the $500 million and the billions 
that follow it to prevent it going the way of all the other income 
in those countries ?”’ 

Where was the guideline to policy? In Velasco Ibarra’s pro- 
test against a donor's interest in efficient expenditure by the 
mendicant—"to obtain a loan it is necessary to submit a plan. 
This plan almost always is not completed because it lacks some 
sentences or commas. When finally all requisites are fulfilled, 


25 New York Post, August 15, 1960. 
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it is necessary to wait the arrival of a technical mission. Late: 
they send a U.S. technician with a salary out of proportion and 
with privileges that create resistance in the national opinion. 
In return the U.S. demands the highest solidarity for its policy 
that is inspired and directed only by them.” Or, in the US. 
Senator’s criticism of the new slush fund as constituting in effect 
a proposal that “If you consent to want land reform, we are pre- 
pared to suggest that we will bring U.S. dollars to pay for all 
that land, you just let the landlords fix their prices and we will 
pay.” 

Where was the guideline to policy? In Life en Espanol’s 
“finding” that the Latin American wants loans, not gifts.*° In 
Senator Aiken’s naive comment that “I note in talking with the 
Latin American officials that they were not asking for gifts or 
handouts in any way.** Or, in the House Appropriations Com- 
mittee’s continuing emphasis on the fact that local-currency loans 
are essentially gifts, that “soft loans” are gifts, that the people 
are entitled to have a loan labelled a loan and a gift labelled 
a gift, and to know that the demand of the Latin American 
area is for “loans” that are never going to be repaid in USS. 
currency ? 

Where was the guideline to policy? In Senator Mansfield’s 
post-San José Conference statement expressing satisfaction with 
the ineffectual resolution condemning communist intervention 
without mentioning Cuba or acting against Cuba.** Or in the 
fact, as the Economist (London) put it, that it had cost the 
U.S. $500 million “to drag them into line against Cuba” in even 
so ineffectual a manner. (The Economist neglected to mention 
that $125 million in commitments had been made before the 
conference to assure certain key-nation support.) The fact was 
that in the fifteen years since the war the United States had 
failed dismally to develop an appreciation of the menace of 
communist aggression among the Latin Americans, had failed 


26 William P. Gray, U.S. Aid and the Latins: A Report on a Special 
Poll of the Presidents of Latin America (Life en Espanol, 1960), p. 7. 

*8 Congressional Record, August 31, 1960, p. 17207. 

27 Hearings before the Senate Foreign Relations Committee on S 3839, 
p. 25. 
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dismally to develop a sense of appreciation for the shield which 
had protected Latin America from external aggression, had failed 
dismally to develop among Latin American policy makers a sense 
of the urgency of reorganizing their institutional structure to cope 
with the revolution of rising expectations and to prevent the ag- 
gression internally which was now confronting them. 

Where was the guideline to policy? In Mansfield’s trite 
review of the principle of non-intervention and in his occasional 
display of concern regarding foreign competition? Or, in Sena- 
tor Lyndon Johnson’s November 1959 proposal that the U.S. 
compel any nation trading with it to make the gains from that 
trade available to its own population whether by higher minimum 
wages, expanded government services, or other devices looking 
to a more equitable distribution of income. On pain of what? 
Intervention? Economic intervention? 

Where was the guideline to policy? In the flaccid benevolence 
of a $250 million per year program of donations to buy support 
for the fight against Cuba? *® Or, in a simple bugle call sounding 
reveille, warning the Latins that they must act toward improve- 
ment of internal policies—even though the bugler may gain un- 
popularity thereby? Of course, the bugle call sounding reveille 
is not always welcome. But if this call was not, then it would 
be clear that the Latins were not genuinely interested in a change, 
in the changes that must be made by them alone rather than by 
their bugler. And they would have made their own decision on 
the vehicle of change—revolution or evolution. 

Where was the guideline to policy? In Senator Kennedy’s 
protest that we are neither guiding nor leading this new revolu- 
tion. Or in quiet recognition of the fact that when the Latins 
say ‘Lead us,” they really mean “Accept our irresponsibility and 
follow our demands.” 

Where was the guideline to policy? In the prestige projects— 
the airlines, the ships, the advanced industrial plants? Or, in the 


*® Testifying on the proposed $500 million fund, Under-Secretary of 
State Dillion said that “this $500 million would last for a couple of 
years at least, we would really expect. And maybe somewhat more,” 
(Hearings before the House Foreign Affairs Committee on H. R. 13021, 
p- 22.) 
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slower assimilation of new skills, in the broad educational 
processes. 

Where was the guideline to policy? In Lleras Camargo’s 
warning that Latin America teeters on the brink of a “crisis with- 
out precedent in its history.” Or, in Frondizi’s reported belief 
that Argentine taxation had already reached the tolerable maxi- 
mum, that the operations of the large landowners must be made 
still more attractive in profit-making possibilities, that oil conces- 
sions to foreign interests must not comprehend current worldwide 
trends to lower external earnings ratios but must be aimed only 
at maximizing Washington’s gratitude in the form of new loans. 

Where was the guideline to policy? In Chiriboga’s rather tire- 
some reiteration of the unfounded protest that the “difficulties 
between the U.S. and Latin America have their origins in the 
prevalent (sic) U.S. view of Latin America as solely an easy 
market for industrial products and as a supplier of raw materials 
at low prices. Or, in a Latin recognition that nations that pro- 
duce what the market does not want and at prices that it will not 
pay cannot expect to generate expanding exchange earnings and 
that nations that refuse to mobilize their internal resources for 
fear of upsetting the status quo cannot hope to mobilize adequate 
external resources to permit the luxury of maintaining no longer 
tenable internal positions. 

Where was the guideline to policy? In Senator Fullbright’s ap- 
preciation of the need for good manners and consideration in deal- 
ing with the Latins. Or, in the callous State Department pro- 
cedure recognizing that if indeed Latin American pride resented 
“carrots held out before burros’’, still their attitude appeared to 
be more a concern for the number of carrots thus held out! 


Where was the guideline to policy? In the belief that the 
Latin American economies could be re-created in our country’s 
own image? Or, in acceptance of the constant warning that “‘you 
must not think that assistance will produce a nation in your own 
image’, and in recognition of the facts that concepts of the role 
of the state enterprise differ among nations and that a sovereign 
nation may properly deem its choice the more appropriate. 

Where was the guideline to policy? In the $2 billion of graft 
which dictators had bled from their Latin American economies 
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in the 1950s, and in a Latin recognition that if they had had a 
capacity for self-government they might have averted this drain 
and created a “Marshall Plan’ from their own resources. Or, 
in the recurring whine that the U.S. Treasury should enlarge 
the pool from which graft is drawn in the hope that some might 
still trickle down to the more solid citizens of the community. 


Where was the guideline to policy? In Velasco Ibarra’s 
notion that the “U.S. has a real duty to cooperate.” Or, in ap- 
preciation of the fact by the Latins themselves that constant re- 
newal of border disputes and the consequent beating of drums 
and raising of military expenditures only delays the capacity to 
cope with national economic problems. 


Guidelines to Policy. Senator Humphrey had found in Mans- 
field’s New Horizons for the Americas a “document that estab- 
lishes the guidelines for American policy considerations in Latin 
America.” Instead, the document had shown that in a moment 
of great challenge, virtually all that the Democratic Party could 
offer was a proposal that the President-elect organize a junket 
to Latin America on the eve of his inauguration. The deteriora 
tion in inter-American relations promised to continue. 
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Commentators and journalists who have described the post- 
convention session of Congress as futile have overlooked the 
additional millions provided and authorized for our foreign-aid 
programs. Politicians, bureaucrats, and others eager to expand 
these outlays were largely successful during this “bob-tail’’ as- 
sembly of the lawmakers. 

President Eisenhower, in his message of August 8, 1960, urged 
that appropriations for foreign assistance be increased by $600 
million and that Congress authorize the expenditure of another 
$600 million for Latin America, a part of the latter sum for 
Chile, the victim of a recent earthquake. After a time-consuming 
and confusing struggle, the appropriation for “:nutual assistance” 
was expanded by $198.5 million* and the $600 million author- 
ization for Latin America was approved. 

Regarding the motivation for this raid on the national rev- 
enues there is room for disagreement. Intensification of the 
Communist threat of aggression in Latin America and Africa 
probably was a very potent influence. Herblock, a prominent 
cartoonist, portrayed the crisis by placing time-bombs not only 
in Africa and Latin America but in Germany and the Near, 
Middle, and Far East as well. Another motive frequently men- 
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1 For the debates on the ‘‘mutual-security” appropriations for fiscal 
year 1960, consult the Congressional Record (daily), June 17, and 
August 24, 26, 29, and 31, 1960. 
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tioned was the desire to foster prosperity by stimulating exports, 
especially surplus products of agriculture. (One Congressman 
even suggested an export subsidy for second-hand automobiles, 
trucks, tricycles, bicycles, and railway rolling stock.) Eager- 
ness to provide additional employment for foreign-service bureau- 
crats and established them firmly in their posts may have been a 
third motive; a decided change in administration might take place 
before the next Congress convened. A fourth factor was the 
persistent pressure of voluntary—and not so voluntary—benevo- 
lent organizations presently so prevalent in our country. Even 
if one should assume that the main and almost exclusive motiva- 
tion was the firm resolve to counter the Sino-Soviet threat, it was 
still possible to doubt the efficacy of the proposed remedy. 


There was little reason, however, to doubt that a good many 
of the “‘less-developed” nations were clamoring for economic 
assistance, no matter how vigorously would-be recipients might 
disagree on the type of aid preferable and the countries and 
objectives toward which it should be directed. Some were said 
to be too proud to accept grants, though hardly any disposi- 
tion to refuse such largess was evident. (Perhaps this was 
mostly a matter of semantics designed to gain approval for gifts 
concealed as loans—loans in the sense that they might be serviced 
and repaid, but not in the usual sense that both interest and 
amortization payments would be returned to the source of the 
original loans; such repayments would flow back almost ex- 
clusively to revolving funds, which would tend constantly to de- 
crease in value as currencies were depreciated by inflation.) Some 
of the countries were said to desire big electric power plants, big 
irrigation works, and big manufacturing establishments for the 
purpose of gaining national prestige; agricultural pursuits were 
no longer deemed as honorable as they used to be. A few 
placed main stress on education and sanitation and a few talked 
of agrarian and other reforms or of improvement in the living 
quarters of the masses: neat little houses or apartments for the 
common people, equipped with all modern conveniences. 

Latin America’s attitude and aspirations, the subject of this 
essay, were no exception to the general rule in respect to eager- 
ness for assistance and with reference to how and where it should 
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be used. But some of the Latin-American countries contended, 
or were alleged to contend, that they were closer than many 
countries in other regions to the launching pads for take-offs 
to the realm of economic prosperity and “social justice,” and 
nearly all of them were said to be swollen to the point of ex- 
plosion by resentment provoked by their big neighbor's neglect. 

The Latin Americans had indeed been somewhat neglected 
by the United States at times since the termination of World War 
II. Our country, seemingly, had become far more global than 
hemispheric in its aspirations, and the Latins of the New World, 
it was repeatedly asserted both here and in Latin America, had 
accordingly been “taken for granted” by their Anglo-Saxon 
neighbor, which had promised them “the world with a fence 
around it’ during the crisis of 1939-45, and had made almost as 
glowing promises from time to time since those happy days of 
the easily recalled past. 


One of Latin America’s troubles has been its failure to arrive 
at an accurate appraisal of the scope and character of the Sino- 
Soviet menace. Another has been its failure to realize that good- 
neighborship sshould be a two-sided, a mutual, affair. On the 
whole, the Latin Americans are much poorer than the people of 
the United States. But they are not all poor and we are not all 
rich. The poor man who receives assistance from the rich man 
may not be able to provide much in return, but he might mow 
the lawn, wash the car, or tutor the school-age children. He 
might even refrain from claiming the right to receive assistance 
or give serious attention to well-meant counsel regarding methods 
deemed appropriate for the achievement of prosperity. In like 
fashion, the leaders of the Latin-American countries might refrain 
from asserting the moral obligation of the United States to help 
them solve their economic problems and from suggestions that 
they will appeal to the Sino-Soviets and their satellites if we fail 
to administer to their needs. They might even accord more 
weight to their big neighbor's advice regarding the economic 
efficacy of private enterprise and the handicaps that may result 
from state intervention, participation, and controls in economic 
activities, ponder more carefully the traditional national propen- 
sity to provide for national security and national welfare before 
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engaging in international benevolence, and view with deeper 
sympathy the problems and perils of struggling peoples in more 
distant lands. 

The Latin Americans have their faults. But we have not been 
a perfect model either. Both our people and our government 
have been guilty of improper and imprudent conduct. Our tour- 
ists who visit and sojourn in Latin America have not always 
conducted themselves with proper decorum. Our businessmen 
in Latin America have occasionally been guilty of arrogance, 
exploitation, and participation in corruption. Our government 
has not only promised more than it has delivered or can deliver. 
Its agents have been tactless in postponing requests for aid to 
Latin America until they have made their pleas for all other 
regions, exhibiting this “tailendism’’ annually since 1945 in all 
the hearings before appropriate committees of the Senate and 
House. Representatives of our government in Latin America 
have probably lived too extravagantly and associated too ex- 
clusively with the upper classes. A larger measure of attention 
to the less affluent and to the grassroots culture might have been 
more appropriate and more effective, and wider employment of 
our own Latin citizens steeped in the culture of our neighbors 
might have been wise. Perhaps, too, coercive gestures have been 
somewhat too often substituted for persuasion in the efforts of 
our diplomats and corporation agents to change Latin-American 
attitudes with respect to foreign participation in the production 
of petroleum and some other minerals; and perhaps our Infor- 
mation Agency has devoted too little attention to the clarifica- 
tion of our policies and the magnitude and many-sidedness of 
economic assistance. 

Neighbors who complain that our government has been “too 
cozy with despots” should have been advised more frequently that 
we were merely acting in conformity with the pledges of non- 
intervention that their politicians and diplomats had extracted 
from us since 1933. Neighbors who complain of lack of ade- 
quate response to their economic needs should have been tre- 
minded more often of the many channels, direct and indirect, 
through which we have sent assistance to them and of the total 
sum involved during the years subsequent to World War II. 
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Apparently nobody knows the precise aggregate; it would, in 
fact, be most difficult to determine. But both our government 
economists and our private economists, both our journalists and 
our politicians, should have tried harder to ascertain the facts 
before shouting their lamentations. And the same comment 
might be appropriate for our clamoring neighbors down South. 


The highest estimate presented by our lawmakers during the 
recent short session of Congress fixed the grand total for fiscal 
years 1946 through 1960 at $7.4 billion or $7.9 billion. This 
was the estimate mentioned by Congressman James A. Haley of 
Florida on August 31, 1960; he offered no details or definitions. 
And, unless private investments are rejected as a form of economic 
aid (certainly an absurdity from the viewpoint of our current 
political and economic leaders), this estimate is far too low. 
Direct aid extended by the United States government to the Latin 
American countries during this period amounted to more than 
$3,777 million, without including in excess of $500 million in 
military assistance and in aid for schools, binational cultural cen- 
ters, libraries, and research laboratories. Private capital invested 
by citizens of the United States in the region between the end 
of the year 1945 and the close of the year 1958 exceeded $7,795 
million, a sum which probably expanded to more than $8.5 bil- 
lion by June 30, 1960, pushing the grand total of direct economic 
aid up to at least $12.8 billion. And this total might be expanded 
another billion and a half by including premiums paid to the 
Latin Americans for their sugar quotas in accord with our sys- 
tem of quotas and price supports for this product. 


To this huge sum should be added the indirect economic as- 
sistance channeled by the United States to Latin America through 
the United Nations and its affiliated agencies—Technical As- 
sistance Board, World Health Organization, Food and Agricul- 
tural Organization, UN Children’s Fund, UNESCO, International 
Bank, International Monetary Fund, and several others—aid from 
the United States which probably amounted to another billion 
dollars. World Bank loans to the Latin Americans, for example, 
aggregated slightly over a billion and IMF credits were almost 
as large, and the United States supplied a good part of both.’ 
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Would the Latin Americans continue to complain if they 
were made fully and unremittingly aware of the magnitude of 
this contribution? Perhaps some of them would; and still more 
would complain that our assistance could have been directed 
toward more beneficial enterprises and more deserving coun- 
tries. At any rate, the need for a measure of redirection was 
the main argument used by officials of the Eisenhower admin- 
istration in their recent appeal for authorization of an addi- 
tional contribution for Latin America. The $100 million soon 
earmarked for Chile could be easily understood and appre- 
ciated, and few members of Congress raised any objection to the 
authorization of this sum. It was the other $500 million that 
puzzled and irritated the lawmakers. 

The President’s message of August 8, 1960,° was not very 
precise. He did not specify the exact amount intended for Chile. 
He merely stated that he desired “‘an authorization in the magni- 
tude of $600 million to help our Latin American neighbors ac- 
celerate their efforts to strengthen the social and economic struc- 
ture of their nations and improve the status of their individual 
citizens,” and then added: 


This program, which should include further assistance for the 
rehabilitation of devastated Chile, will promote the dynamism 
and effectiveness of our efforts in this hemisphere. I urgently 
request enactment of this authorization prior to the Ecoonmic 
Conference of the American Republics, which convenes at 
Bogota on September 5, so that discussion leading to develop- 
ment of detailed plans may be initiated there. 


The lawmakers asked high officials of the Eisenhower admin- 
istration a number of rather blunt questions regarding the timing 
of the request, regarding specific plans for use of the funds, and 
with reference to resources already available and the methods 
and agencies of administration.* Was this mainly an effort to 


2 On the subject of aid, official and through private investment, received 
by Latin America from the United States during the years following the 
end of World War II, see Congressional Record (daily), August 19, 
1960, pp. 15670-71, and J. Fred Rippy, Globe and Hemisphere (Chicago, 
1958), pp. 72f. 

’This message can be found in the Congressional Record (daily), 
August 8, 1960, pp. 14732-33. 


— oS. lc ee 


HEMISPHERIC PROBLEMS 61 


“buy the support” of Latin-American governments for a program 
of sanctions against the outrageous Fidel Castro of Cuba? Would 
Latin-American foreign ministers now on the way to a meeting 
with Secretary Herter in Costo Rica be offended at this tact- 
less suggestion that they could be bought? How would the money 
be spent and in what respects would the program differ from 
activities now in progress? Would the assistance projected be 
in the form of loans or grants? What agencies would be em- 
ployed to plan and manage their distribution? Could not some 
of those already in existence, the Inter-American Bank, and the 
staff of the Development Loan Fund, be utilized? Surely, enough 
agencies to serve the purpose had already been established. Could 
not financial resources recently appropriated be devoted more 
largely to Latin America? 


Representatives from the State and Treasury Departments de- 
clared that the President’s request was not the result of fright or 
sudden impulse. On the contrary, the proposal had been dis- 
cussed and pondered for two years or more. It was by no means 
closely linked with the Castro problem. The fund would be 
used mainly for the promotion of agrarian and tax reforms, 
for vocational, scientific, and technical training, and for the 
installation of “basic public facilities such as potable water sys- 
tems and sewage systems’; in short, the aim was to make a con- 
tribution to social reform and “‘social overhead” to the extent 
that Latin Americans proved willing to undertake the expansion 
of public utilities and housing and the general modification of 
social institutions with the intent of improving the welfare of 
their masses. No new agencies were contemplated. The funds, 
when and as appropriated to the national executive, would be 
turned over to the Inter-American Development Bank and the 
International Cooperation Administration, the former to have 
charge of the loans and the latter to distribute the grants, which 
would be limited to 10 or 15 percent of the total. 

Althought the words “joint,” “cooperative,” and “self-help” 


4See the Hearings held by the Senate Committee on Foreign Rela- 
tions, 86 Cong., 2 Sess: “American Republics Cooperation Act and Other 
Subjects,” August 15, 1960. 











62 INTER-AMERICAN ECONOMIC AFFAIRS 


were freely used, apparently none of the Latin-American coun- 
tries was expected to pledge any financial contribution to pro- 
grams and projects beyond its own national boundaries, and no 
wealthy individual of the region was expected to make such a 
contribution for regional purposes. Multilateral collaboration 
apparently would be restricted to planning and allocation of funds 
supplied by the United States, possibly utilizing the Organiza- 
tion of the American States and its subsidiaries for these pur- 
poses. If President Eisenhower was asking for a sort of “blank 
check,”” and if this authorization could be so described, it was 
likely to be the only one presented to Bogota in September. More- 
over, $500 million represented only the first installment of a much 
larger sum: various figures were mentioned, none less than $10 
billion; somebody on the staff of the Brazilian chief executive had 
talked of $40 billion in discussing Operation Pan America, an 
ambitious program which Brazil’s Kubitschek had been advocat- 
ing for some two years. 

But why was it necessary to have the authorization at once 
if the planning would have to be done before the appropriation 
would be needed? The response of Eisenhower's agents seemed 
to suggest that so many almost worthless promises had been 
made in the past that Latin-American leaders had become “‘doubt- 
ing Thomases” who would now require substantial evidence that 
this new promise would be fulfilled in good faith. 

When asked why more industrious planning had not preceded 
the requested for authorization, officials of the State and Treasury 
Departments replied that the planning must begin at Bogota 
because it would have to be done in collaboration with Latin 
Americans. But why had the administration not acted with 
greater foresight in view of the maltreatment of Vice-President 
Nixon in South America in 1958, of the disturbing events in Cuba 
since 1959, and of the earlier unpleasant experiences with Com- 
munist attempts at subversion in Bolivia and Guatemala? This 
question was not asked at this time, but it was asked during 
the debates on the authorization in both the Senate and the House. 

Unsatisfactory as the executive proposal seemed to be, it was 
promptly approved by Congress. It was so hurriedly voted 
by the Senate that the bill was not inserted into the Congressional 
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Record. It was approved on August 19 by a tally of 54 to 19, 
with 27 members absent. Although 6 Westerners opposed the 
authorization, most of its opponents were Southerners, 12 of them 
in all. The senatorial delegations from 6 Southern states— 
Georgia, Louisiana, Mississippi, North Carolina, South Carolina, 
and Virginia—were solidly in opposition.° 

The authorization was approved by the House of Representa- 
tives on August 31 without a recorded vote. Gross of Iowa's 
request for the yeas and nays was refused. An amendment of- 
fered by Burleson of Texas striking out the $500 million author- 
ization for Latin America in general but not the $100 million 
for earthquake-damaged Chile was voted down by a tally of 119 
to 39 in the Committee of the Whole, but the names of the 
voters was not listed. Congressmen speaking in favor of the 
bill numbered 13, including Speaker Rayburn. Congressmen 
expressing opposition numbered 8. Southerners who revealed 
their views were evenly divided, 4 for and 4 against.° 

The bill approved by the House was accepted by the Senate on 
August 31 without debate, without modification, and without 
a recorded vote. It contained a long preamble expressing the 
sentiments and offering the advice of the lawmakers; and since 
it formed a major part of the ‘‘American Cooperation Act,” it 
seems to merit full quotation here. The much shorter portion 
of the act provided the $600 million authorization, a sixth of it 
for Chile. A complete quotation of the preamble follows:’ 


(a) It is the sense of Congress that— 
(1) the historic, economic, political, and geographic relation- 
ships among the American Republics are unique and of special 


significance and, as appropriate, should be so recognized in 
future legislation; 


(2) although governmental forms differ among the American 
Republics, the peoples of the Americas are dedicated to the 


° Congressional Record (daily), August 19, 1960, p. 15672, and August 
31, 1960, p. 17315. 

® Ibid., August 31, 1960, pp. 17332-73. 

7 Quoted from the House of Representatives bill, No. 13021, 86 Cong., 
2 Sess. This bill, with a single amendment that did not concern Latin 
America, became the “American Republics Cooperation Act” adopted 
by both the Senate and the House on August 31, 1960. 
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creation and maintenance of governments which promote indi- 
vidual freedom; 


(3) the interests of the American Republics are so inter- 
related that sound social and economic progress in each is of 
importance to all and that lack of it in any American Republic 
may have serious repercussions in others; 


(4) for the peoples of Latin America to continue to progress 
within the common framework of our common heritage of 
democratic ideals, there is a compelling need for achievement 
of social and economic advance adequate to meet the legitimate 
aspirations of individual citizens of the countries of Latin Amer- 
ica for a better way of Ife; 


(5) there is need for a plan of hemispheric development, 
open to all American Republics which cooperate in such a plan, 
based upon a strong productive effort, the expansion of foreign 
trade, the creation and maintenance of internal financial sta- 
bility, the growth of free economic and social institutions, 
and the development of economic cooperation, including all pos- 
sible steps to establish and maintain equitable rates of exchange 
and to bring about the progressive elimination of trade barriers. 


(6) mindful of the advantages which the United States has 
enjoyed through the existence of a large domestic market with 
no internal trade barriers, and believing that similar advan- 
tages can accrue to all countries, it is the a of the people 
of the United States that all American Republics will jointly 
exert sustained common efforts which will speedily achieve that 
economic cooperation in the Western Hemisphere which is essen- 
tial for lasting peace and prosperity; and 


(7) accordingly, it is declared to be the policy of the United 
States to sustain and strengthen principles of individual liberty, 
free institutions, private enterprise, and genuine independence 
in the Western Hemisphere through cooperation with all Amer- 
ican Republics which participate in a joint development program 
based upon self-help and mutual efforts. 


(b) In order to carry forward the above policy, the Congress 
hereby— 


(1) urges the President through our constitutional processes 
to develop cooperative programs on a bilateral and multilateral 
basis which will set forth specific plans of action designed to 
foster economic progress and improvements in the welfare 
and level of living of all the peoples of the American Republics 
on the basis of joint aid, mutual effort, and common sacrifice; 


(2) proposes the development of workable procedures to ex- 
pand hemispheric trade and to moderate extreme price fluctua- 
tions in commodities which are of exceptional importance in 
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the economies of the American Republics, and encourages the 
development of regional economic cooperation among the Amer- 
ican Republics; 


(3) supports the development of a more accurate and sym- 
pathetic understanding among the peoples of the American Re- 
publics through a greater interchange of persons, ideas, tech- 
niques, and educational, scientific, and cultural achievements; 


(4) supports the strengthening of free democratic trade 
unions to raise the standards of living through improved man- 
agement-labor relations; 


(5) favors the progressive development of common standards 
with respect to the rights and responsibilities of private 
investment which flows across national boundaries within the 
the Western Hemisphere; 


(6) supports the consolidation of the public institutions and 
agencies of inter-American cooperation, insofar as feasble, within 
the structure of the Organization of American States and the 
strengthening of the personnel resources and authority of the 
Organization in order that it may play a role of increasing im- 
portance in all aspects of hemispheric cooperation; and 

(7) declares that it is prepared to give careful and sympa- 
thetic consideration of programs which the President may de- 
velop for the purpose of promoting these policies. 


Here was an apparent return to the concept of a unique 
Western Hemisphere. Here was an assumption, partially fan- 
ciful, of a common heritage of democratic ideals and a common 
devotion, without any allowance for exceptions, to individual 
freedoms, including the free-enterprise economic system. Here 
was a condemnation of trade barriers and approval of broad 
economic planning and regional economic collaboration, with- 
out using the term “common market.” Here was a word of 
commendation for free labor unions and of support for business 
enterprises operating beyond national boundaries. Here was ap- 
proval for price stabilization, seemingly contradicting the avowal 
of dedication to the free-enterprise system. (Would whole- 
sale planning by the governments of the hemispheric nations even- 
tuate in another contradiction?) Here was an expression of 
sympathy for the Latin-American peoples and of concern for their 
political independence and general welfare. Here was firm ap- 
proval of bilateral and multilateral cooperation, but no specific 
mention of the need for agrarian and tax reform and no hint 
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that the more prosperous individuals and countries of Latin 
America should make financial contributions to its less fortunate 
peoples and republics. 

Do our diplomats and lawmakers have in mind something 
“bold,” “imaginative,” and ‘‘dynamic’? The answer must await 
the unfolding of events. The work of the Economic Conference 
of the American Republics had only begun at the time when this 
article was sent to the editor, and many weeks of planning would 
doubtless be necessary. Partisan enthusiasts called the Eisen- 
hower proposal a new Marshall Plan. But, excepting the pros- 
pective heavy expenditures and the unilateral source of external 
funds, little resemblance to the Marshall Plan for war-devastated 
Western Europe is revealed. Earlier conditions and needs in 
Europe and present needs and conditions in Latin America are 
very different. No effort at social reform was made at the instiga- 
tion of the United States in Europe, but this appears to be a 
major objective in Latin America—an objective which may be 
frustrated by Latin Ameria’s invocation of the principle of non- 
intervention to which its sensitive leaders and peoples are so 


firmly dedicated. 

Would the sentiments and advice embodied in this long pre- 
amble and the down payment authorized in the act, with the 
implied official promise of many millions more, bring about 
increased cordiality and collaboration among the nations and 
peoples of the Western Hemisphere? The meeting of the for- 
eign ministers of the American Republics in San José, Costa Rica, 
in August of 1960 yielded no comforting response. But this is 
a subject which cannot be dealt with here, and I shall not engage 
in predictions regarding the future of inter-American relations. 
I venture, however, to pose a final question: Cannot a cheaper 


method of countering the Sino-Soviet menace be discovered by 
our statesmen ? 


Addendum 


The Act of Bogota, adopted on September 11, 1960, and signed 
the next day by the heads of delegations from nineteen American 
states—the Dominican Republic was not represented and the chief 
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of the Cuban delegation refused his signature—consists of a long 
preamble and four principal parts. The first two set forth in con- 
siderable detail a plan for reform and “‘social improvement”’ in 
Latin America; the third approves but postpones increased em- 
phasis on basic economic development; the fourth recommends 
that the institutions of Pan Americanism be tevised and given 
added strength so as to make them more efficient in planning 
and coordinating the work of the many agencies, bilateral and 
multilateral, engaged in efforts to assist in the development of 
Latin America, and urges an appeal to unspecified ‘‘extra-con- 
tinental’’ countries for fuller collaboration with the American 
nations in their attempts to reach their goals. The rest of the 
document is mainly a repetion of avowals of devotion to demo- 
cratic, egalitarian, and cooperative ideals so frequently and ver- 
bosely reaffirmed since the 1948 meeting in Bogota when the 
Charter of the Organization of American States was framed. 
Whatever their sincerity and significance these avowels are 
strongly stressed in this new promulgation and, therefore, they 
will be quoted in full as inscribed in the Act’s preamble and 
concluding paragraph. 

This final paragraph declares: “In approving the Act of 
Bogota, the delegations to the special committee, convinced that 
the people of the Americas can achieve the good life only within 
the democratic system, renew their faith in the essential values 
which lie at the base of Western civilization, and reaffirm their 
determination to assure the fullest measure of well-being to the 
people of the Americas under conditions of freedom and respect 
for the supreme dignity of the individual.” The draftsmen of the 
preamble were far more prolix; they expatiated as follows: 


The Special Committee for the study of new measures of econ- 
omic cooperation, 

Recognizing that the preservation and strengthening of free 
and democratic institutions in the American republics requires 
the acceleration of social and economic progress in Latin Amer- 
ica adequate to meet the legitimate aspirations of the individual 
citizen of Latin America for a better life and to provide him the 
fullest opportunity to improve his status; 

Recognizing that the interests of the American republics are 
so inter-related that sound social and economic progress in each 
is of importance to all and that lack of it in any American re- 
public may have serious repercussions in others; 
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Cognizant of steps already taken by many American republics 
to cope with the serious social and economic problems that af- 
tect them, but convinced that the magnitude of these problems 
calls for redoubled efforts by governments and for a new and 
vigorous program of inter-American cooperation; 

Recognizing that economic development programs, which 
should be urgently strengthened and expanded, may have a de- 
layed effect on social welfare, and that accordingly early 
measures are needed to cope with initial needs; 

Recognizing that the success of a cooperative program of so- 
cial progress will require maximum self-help efforts on the part 
of the American republics, and, in many cases, the improvement 
of existing institutions and practices, particularly in the fields 
of taxation, the ownership and use of land, education and train- 
ing, health and housing; 

Believing it opportune to give further practical expression to 
the spirit of Operation Pan America by immediately enlarging 
the opportunitics of the people of Latin America for social 
progress, thus strengthening their hopes for the future; 

Considering it advisable to launch a program for social devel- 
opment, in which emphasis should be given to those measures 
that meet social needs and also promote increase in productivity 
and strengthen economic development; 

Recommends to the Council of the Organization of American 
States: 


Measures for social improvement, set forth under five main 
headings: 

“1. Measures for the improvement of rural living and land 
use. 

“2. Measures for the improvement of housing and commodity 
facilities. 

“3, Measures for the improvement of educational systems and 
training facilities. 

“4, Measures for the improvement of public health. 

‘5. Measures for the mobilization of domestic resources.” 
And this elaborate prescription was followed by a section refer- 
ring to “a special fund’ to be provided by the United States 
and explaining that this should be utilized mainly in the form 
of loans, to be returned with interest thereon to a revolving fund 
for continuous relending (not to the U. S. Treasury), and 
should be available only to such Latin-American countries as 
would agree to undertake programs designed to effect social re- 
form and development in the interest of mass welfare. 
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Such in broad outline are the first two sections of the Act of 
Bogota. The third section, which deals with Juscelino Kubits- 
chek’s ambitious scheme for economic development described as 
“Operation Pan America,” is introduced by a short preamble 
which discloses a pledge wangled by Latin-American foreign 
secretaries from Secretary Herter and his staff during the August 
sessions at San José, Costa Rica, to support the Brazilian Presi- 
dent’s towering aspirations. Three principal measures are rec- 
ommended under the heading of economic development: 


‘1, That as soon as possible additional resources, domestic 
and external, be made available for financing plans and projects 
of basic industrial development in Latin America .. . 

“2. That special attention be given to an expansion of long- 
term lending, particularly in view of the instability of exchange 
earnings of countries exporting primary products .. . 

“3, That urgent attention be given to the search for effective 
and practical ways, appropriate to each commodity, to deal with 
the problem of the instability of exchange earnings of countries 
heavily dependent upon the exportation of primary products.” 

The fourth part of the Act, which, as already stated, contains 
recommendations intended to strengthen the Organization of 
American States and its various subsidiaries so as to make them 
more useful in planning and coordination, seems to require no 
further comment at this point. What conclusions are suggested 
by a careful inspection of this long document contrived in the 
Colombian capital during the week of September 5-12, 1960? 

It will be noticed at the outset that the Dominican Republic, 
recently subjected to sanctions by the OAS and threatened with 
a larger dose of the same medicine, was allowed no part in the 
conference, while Cuba, though deprived of some of its sugar 
quota by action of the United States, was not injured by any 
embargoes inflicted by other American countries or condemned 
by exclusion from the Bogota deliberations; and that the head of 
Fidel Castro's delegation, after proposing (according to reports 
of journalists) that the United States should make a contribution 
of $30 billion to the special fund and suffering the reprimand 
of blunt rejection, refused to attach his signature to the final 
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agreement—partly because of this treatment but mainly, one 
may conjecture, because the document seemed too ardent in its 
verbal dedication to democracy and the freedom and dignity of 
every individual. 

It seems natural in this connection to ask why the Castro regime 
deigned to participate in the conference at all, unless it was for 
the purpose of further denunciation of the United States as an 
“imperialist aggressor” or of forestalling any recommendation 
of further punishment for the betrayal of the principles and 
policies of the Americas. The fact that no recommendation was 
made with reference to Castro and his Communist conspirators 
may cause considerable surprise unless one assumes that the prob- 
lem has been assigned exclusively to the foreign ministers of 
the American states, who probably were then busily pondering it, 
granted that they were not sitting on their hands. 

More surprising still is the fact that this long document con- 
tains not one word in behalf of fair treatment of foreign private 
investors or in praise of the private-enterprise system. On that 
score, Castro's chief delegate might have signed it without 
stultification. On the whole, in fact, the tendency of the Act 
is to favor and foment government planning and endorse the 
welfare state, for it clearly reveals a disposition to depend upon 
governments more than upon private individuals to shape the 
destiny of the Latin-American peoples, praising personal free- 
dom and pleading respect for personal dignity but at the same 
time advocating policies which, in the long run, seem likely at 
best to make the individual the ward of the state and at worst 
to reduce him to the status of a state slave. For this tendency, 
however, I am willing to suppose that officials of the United 
States are much less to blame than those of Latin America. 
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Pemex: A Study in Public Policy 
By John Hickey* 


In the spring of 1960, Petroleos Mexicanos, the Mexican Government 
oil entity, announced that in 1959 for the first time in its history it 
had shown a profit on its operations. In the final retreat from the social 
purposes of the Mexican nationalization of the industry, the social-rate 
structure of the industry had been abandoned, the objective of being the 
nation’s model employer had been relegated to a secondary consideration, 
and the contribution to the Treasury had been decisively altered. 

In the spring of 1960, the Financial Times (London) reported that 
Sir William Wiseman, partner in a Wall Street firm, had arrived in Lon- 
don to discuss Mexico's interest in exporting oil from the nationalized 
properties “with the aid of the major international companies.” Thus, 
twenty-two years after the fearful excoriation of “Wall Street’’ for its pro- 
tests against the seizure of the Mexican oil industry and for the boycott 
enforced in world petroleum markets, twenty-two years after the British 
Government had coldly presented a demand for payment of a small sum 
overdue on a claims agreement as an excuse for a sarcastic reminder 
that a country unable to meet its existing debts is hardly in a position 
to pay for further confiscations, it was politically feasible and within 
the realm of economic practicability for the Mexican entity to seek 
the cooperation of international companies through a Wall Street inter- 
mediary for the competive disposition of its oil. 

In the spring of 1960, twenty-two years after the capital markets of 
the world had frowned on the confiscation and threatened dire conse- 
quences regarding the future flow of capital to Mexico, the Mexican 
entity was expanding on private loans eagerly extended by the same 
capital markets in magnitude variously estimated from $75 million to 
$125 million. 

And after twenty-two years of confining its activities to Mexico, both 
in recognition of the economic reality that Pemex had enough to do with 
the challenge of its own problems and in compliance with the thesis 


* Dr. Hickey wrote ‘‘Latin America’s Conception of the Good-Neighbor 
Policy,” in Volume XII, No. 1 of this journal. He has published widely 
in this field. 
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that the Mexican Revolution was never intended to be aggressively ex- 
pansionist, that it was a Revolution adapted to conditions peculiarly 
Mexican and thus not intended for export, the petroleum entity was 
convoking meetings of the petroluem entities of the whole Latin American 
area in an effort to assume leadership beyond Mexico's borders. 

In the steady decline of the Mexican Revolution toward bankruptcy, 
Pemex had endured longest as the supreme triumph of a social reorganiza- 
tion, as the “unifying factor’’ in a “collective liberating experience.” 
Now, this core-operation of the Revolution had succumbed too. The 
Revolution was bankrupt. 

Doce Anos al Servicio de la Industria Petrolera Mexicana is the story 
of the period in which Petroleos Mexicanos remained the great symbol 
of a successful social revolution. It is the story of the period (1947- 
1958) in which Pemex reached maturity, achieved international respect, 
achieved and consolidated the purposes to which it was originally 
dedicated. It is the story of Antonio J. Bermudez, director-general of 
Petroleos Mexicanos, a dedicated public servant such as Mexico has rarely 
known. 

Bermudez guided the entity during a period when graft and corruption 
in public administration in Mexico may have exceeded that of any other 
period in Mexican history and when the fountain of this malpractice 
ran so high in the hierarchy as to have made its full elimination in any 
branch of public service impossible. Yet, the record of Pemex was far 
superior to that of other branches of public service, and indeed its ac- 
complishments of the period would not have been possible had the 
director-general not been able to resist the prevailing tendencies as well 
as he did. 

Bermudez never had the capital resources to cope fully with the chal- 
lenge offered up by the Revolution’s objectives, his administration was 
kept starved by political regimes which had already given up on the 
objectives of the Mexican Revolution, and indeed, Pemex was drained 
of some 5.9 billion pesos in contributions to the government during this 
critical period. Resort to overseas capital markets for long-term funds 
(substantial short-term operations were effected and were a tribute to Ber- 
mudez’ effective administration and the respectability he gave the entity) 
was long impossible because of the odor of confiscation which hung over 
the entity; and when finally the Bermudez record persuaded the Truman 
Administration that U. S. government funds might properly be forth- 


1 Antonio J. Bermudez, Doce Afios al Servicio de la Industria Petrolera 
Mexicana, 1947-1958 (Mexico D. F., 1960, Editorial Comaval, Calle 4, 
Num. 22, Naucalpan de Juarez, Mexico). 
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coming, Pemex suffered sabotage at the hands of certain other Mexican 
officials who feared the prestige that might accrue to the director-general 
of the entity if it finally was able to solve its capital problems in this 
manner. And in a period when thus it had to rely on funds internally 
generated, the entity suffered also the impact of two devaluations which 
hurt badly. 

Bermudez resisted the opportunity to become a propagandist for na- 
tionalization the world over. Instead, he viewed Pemex as a strictly 
Mexican experiment in government ownership, respected the Revolution’s 
objectives, and regarded his own job as that of making Pemex work. 
Jersey Standard had predicted that “Mexico cannot operate the industry 
successfully alone.’ Bemudez intended to prove that Mexico and Mexi- 
cans could operate the industry. He proved his point. 

Bermudez set his sights high. Pemex was not only to survive, but it 
must pace the Mexican industrialization, it must pace the economic devel- 
opment of Mexico. In fact it did, during a period when Mexico's 
economic advance was more rapid than that of most of the western world. 
Under the direction of Bermudez, Mexico trained the technicians needed 
to run the industry, and when he stepped out, he had the satisfaction of 
seeing his entity commanding the respect of petroleum men the world 
over. 

Again, Bermudez quickly realized that the requirements of Pemex could 
serve as the take-off point for creation of a whole cluster of industries 
around it. A network of industries to supply the needs of Pemex was 
developed under private initiative attracted by Bermudez’ persuasions 
and by 1957 Mexican industry was supplying half of the requirements 
of the oil industry compared with the import of virtually all its require- 
ments in 1947. Bermudez sparked this drive toward self-sufficiency. 

Under Bermudez, and in line with the social purposes originally en- 
visaged by the Mexican Revolution, Pemex subsidized consumers, stimu- 
lated industries by cheap energy, contributed to regional and industrial 
development by specially-designed price policies. Direct consumer sub- 
sidies during his period in office amounted to 2.1 billion pesos. 

The government should be a model employer, Bemudez reasoned, and 
in the circumstances attaching to the single-party control politically, he 
must also have recognized that the unions were in a position to demand 
that the government be a model employer. Under Bermudez, thus, real 
wages of the petroleum workers rose heavily and much beyond the pre- 
vailing trend in Mexico, Pemex became the nation’s best-paid workers and 
profited more than any other segment of the labor force from the 
economic advance of Mexico which was marked otherwise by a de- 
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creasing proportion of the national product going to labor and an in- 
creasing proportion going to profits. Pemex went beyond its legal 
obligations and contractual obligations with respect to education and 
social benefits for the workers in its areas. Human relations in a 
period when labor was so potent politically would in any event have been 
a key element in the direction of the government entity. In an era 
when featherbedding and all forms of payroll padding were taken for 
granted in the country, the problem was doubly difficult for an adminis- 
trator politically required to be a model employer. Bermudez could 
correctly claim that he had faced this problem as successfully as any- 
body could have done and still kept the entity afloat. 

And when Bermudez came around to reviewing the statistical record 
of his administration, he could claim correctly that Mexican consumers 
were getting their petroleum at prices lower than anywhere else in the 
world; that distribution was being affected on a narrower margin of 
profit than in the United States; that Pemex had truly paced an economy 
in which oil provided 92% of the total consumption of energy; that 
virtual self-sufficiency in petroleum had been achieved in a country where 
demand was rising some eight percent per year; that proved reserves 
had been increased three-fold; that from 1946 to 1958 there had been 
a 14-times expansion in expenditures on geological studies and expora- 
tory drilling financed from internally generated funds; that Mexico had 
reached 1958 with an entity whose fixed assets had a replacement cost of 
15 billion pesos and proved reserves worth at least 25 billion pesos more. 

Taking over an entity lacking native technical capacity sufficient to the 
task, its plant run down physically, lacking credit overseas, lacking prestige 
overseas, fighting an active continuing opposition from private oil com- 
panies abroad which hoped that a failure might defeat for all time the 
notion that nationalized ventures can do the job, handicapped by successive 
devaluations, and by the unwillingness or inability of the government to 
free it from a heavy drain for Treasury account, frightfully saddled with 
the prevailing standard of morality in public administraton which tugged 
constantly at any who would be honest and which might well have dis- 
couraged and doomed completely a lesser man, Bermudez left an entity 
which commands the respect of the world for the level of technical im- 
provement effected, for the improvement in physical resources, for fin- 
ancial reliability, solidly entrenched with a appreciative labor movement, 
its credit restored overseas. As Bermudez puts it, ‘“‘the oil nationaliza- 
tion is without doubt one of the greatest and most genuine triumphs of our 
revolution.” Indeed, he might have gone on to note that Pemex had 
actually during his regime survived the collapse and bankruptcy of the 
Revolution. 
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Doce Anos al Servicio de la Industria Petrolera Mexicana will be indis- 
pensable for students of Mexican economic history. It offers much data 
not available heretofore. The volume would have profited by more 
vigorous writing, for the author is essentially too modest in his ap- 
praisal of his achievements. An early edition in English would seem 
to be an obvious necessity. 

As companion reading for the book which shows how Mexico did 
the job that the “experts” in the United States said could not be done, 
the University of Wisconsin Press has brought out “Josephus Daniels 
in Mexico” ? by E. David Cronon this year to remind us again of how 
stupid “the experts’’ were in 1937-38. In a year when nationalization 
is becoming a major issue, every executive in the international field should 
read Cronon’s book to learn ‘“‘what not to do.” During the expropria- 
tion preliminaries in Mexico, American executives vrtually wrote a text- 
book on “what not to do.” And side by side, step by step, U. S. 
Government officials wrote their share of the text on how a government 
should not behave during a crisis of this kind. Cronon’s book goes well 
beyond the oil nationalization, but the sections on this problem alone 
would make the work outstanding. 

In an era when the State Department has informed the Senate Foreign 
Relations Committee that it operates on the principle that what is good 
for the oil companies is good for the United States and what is bad for 
the oil companies is bad for the United States, Cronon does well to 
remind us of Ambassador Daniels’ blunt appraisal of the oil men in a 
private letter to Secretary of State Hull: “ 
I wonder at the ineptness of the representatives of the oil companies who 
are their spokesmen here. Some of them are so dumb that if they had 
to start a business of their own it would be foredoomed to failure. 
Initiative and tact are not in their vocabulary—or if so, they conceal it.” 

Again, in an era when the oil companies ably served by the State 
Department have engineered concessions in the Argentine which more 
than anything else resemble the disastrous greed of the early concessions 
in Mexico which made expropriation inevitable, and when thus the 
Department and certain companies have shown that they have learned 
nothing from the Mexican experience, Cronon does well to remind us that 
“the immensely valuable concessions bestowed by Diaz on the oil pro- 
moters undoubtedly encouraged the rapid development of Mexico's petro- 
leum industry in the early years of the twentieth century. At the same 
time, these benefactions did too little for the Mexican people and were 


. Between you and me, 


2E. David Cronon. Josephus Daniels in Mexico (University of Wis- 
consin Press. 








76 INTER-AMERICAN ECONOMIC AFFAIRS 


productive of much future political trouble.’’ And he goes on to note 
that too late in the game a board member of Jersey Standard declared 
that his company “would be willing to see that Mexico received 50% of 
the profits of the industry. This in a day when the 50-50 sharing arrange- 
ments were not yet standard in the industry. ‘“This was a remarkable offer,” 
writes Professor Cronon, ‘‘undoubtedly far more than would have orig- 
inally been required to avert the expropriation. The only trouble was 
that it came about four years too late.” 

“If Mexico can get away with its present arbitrary act there is no 
safety for American property anywhere in Latin America or elsewhere,” 
was the cry of the oil industry when Daniels sought to hold the line 
for the obligations of good neighbors. Curiously enough, the years 
since the successful expropriation have seen oil company profits reach 
fabulous magnitudes never envisaged by American business, have seen 
private capital flow into Latin America with confidence in a magnitude 
never before seen, and have seen Mexico itself become a focus attracting 
immense sums of private capital. 

In an era when confiscations in Bolivia have been endorsed by the 
State Department and indeed underwritten by it, and when the expropri- 
ations in Cuba once they reached oil aroused the State Department to 
the need for action, Cronon does well to remind us of Ambassador 
Daniels’ note to FDR citing Theodore Roosevelt's line: “Never draw 
unless you mean to shoot.” Cronon’s discussion of the inter-departmental 
and intra-departmental confusion in Washington when faced squarely 
with decision-making in the Mexican case, and of the pressures that “inept 
dumb” oil men can exert on the government, his discussion of the 
manner in which public opinion and the press can be and were mani- 
pulated, all make very valuable reading. 

The willingness of the State Department during the Eisenhower regime 
to proceed blindly with the policy-directive which it told the Senate For- 
eign Relations Committee guides it (what is good for oil is good for the 
U. S.) assures us that the Department has learned nothing in the twenty- 
two years of independent operation by Pemex. And Cronon’s index 
of the false assumptions and self-delusions that guided the oil men as 
they in turn directed the State Department provides a shattering demon- 
stration of ‘‘unwillingness’’ of the State Department to learn from expe- 
rience. But it is to be hoped that business executives in the international 
field will read this book and that the lessons will not be lost upon them. 
For, in their case, if they cannot understand and learn, their invest- 
ments are destined to crumble—with or without the aid of the State 
Department. Josephus Daniels in Mexico belongs in every business 


library. 
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Mutual Security and the Universities* 


In its report on “Mutual Security and Related Agencies Appropria- 
tion Bill, 1961,’’ the House Appropriations Committee noted that the 
Committee had discussed “quite extensively the contract between ICA 
and the Johns Hopkins University Institute on ICA Development Pro- 
gramming of Washington, D. C. The contract was entered into in 
1958 and provides for six sessions of instruction of five months each. 
Each session is composed of a maximum of 20 ICA employees at a con- 
tract cost of $80,000 per five-month session, which amounts to at least 
$4,000 per student per five-month course, or 800 per month per student 
for tuition alone. The program to be taught was developed by ICA 
and the contract further provides that ICA is to make available ap- 
proximately 25 percent of the lecturers for the course. For this three 
fiscal-year period, 1959-61, ICA plans to obligate $744,000 to Johns 
Hopkins University for the training of 120 students. Since these are 
ICA employees, their salaries and related costs while attending the 
School will amount to $635,000 (additional).” The Committee con- 
cluded that this was an example of “excessively high-cost projects’ that 
had appeared during the hearings on the bill. 

Some 2% of the published hearings on the Mutual Security Appro- 
priation relates to this contract, signifying the importance that the Com- 
mittee attached to it. Partisan politics was not involved although the 
head of the University was a brother of the President of the United 
States and the founder of the particular school within the university 
was currently Secretary of State. 

Strictly speaking, the mutual security program was not originally in- 
tended to provide markets for incompetent exporters, a safe-haven for 
tens of thousands of bureaucrats, a grab-bag for universities, or a de- 
vice for racketeering in foreign aid by cultural institutions whatever 
their purpose and origin. The Committee apparently felt that the de- 


*Hearings before the House Appropriations Subcommittee on Mutual 
Security Appropriations for 1961 (and Related Agencies), pp. 984-1048, 
1192, 1227-1232, 1326-1335, 1990-1994. See also Committee Report 
to accompany H. R. 12619, p. 11. 
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terioration in the mutual security program had been such as to make us 
largely dependent on closer scrutiny by the Congress and on the wisdom 
and integrity of our universities to arrest the decay. If the mismanage- 
ment were to extend to the universities and their relations wth ICA, 
the Committee apparently felt, at a time when this country through its 
university specialists was purporting to teach the under-developed areas 
the importance of fiscal solvency, to demand a thinning out of the ex- 
cessively large bureaucracies, and above all to demand integrity in gov- 
ernment expenditure, it would be extremely dangerous. This accounts 
for the concern of the Committee. 

Since the hearings on the particular contract were too lengthy to per- 
mit full reproduction here, excerpts are reprinted below in the belief 
that they constitute a fair representation of the issues involved. Excisions 
are not indicated. Questions by members of the Committee are headed 
‘Commitee’ and answers by ICA are headed “ICA.” 

Committee: Has the Inspector General gone into the reasonableness 
of this particular item? 

ICA: No, we have not. I had no present intention of looking into it. 

Committee: What is contract based on? Cost plus? 

ICA: We have an overhead rate at Johns Hopkins of 52%. 

Committee: You say this is standard for Johns Hopkins. Is it a special 
standard? I do not know of any schools in the country that charge a 
tuition fee comparable to this. I have the privilege of serving on the 
board of trustees of one university and we certainly do not charge tuition 
remotely approaching this. 

Committee: 1 notice you have Carl Marcy, Chief of Staff of the Sen- 
ate Foreign Relations Committee, listed among those lecturing your 
trainees. 

ICA: Yes, sir. 

Committee: What is he doing lecturing on foreign aid at Johns Hop- 
kins? Is he still with the Committee? 

ICA: Yes, sir. 

Committee: Is that the committee that handles the authorization for 
the mutual security program? 

ICA: Yes, sir. 

Committee: Who solicited this man to be one of the members of the 
faculty ? 

ICA: He is a guest lecturer without compensation and he has been 
invited because those making that decision thought this man was an 
expert in the field and well-qualified. 

Committee: Did you get the background on each of the professors 
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before you exposed your trainees to them? Did you know whether 
or not they are qualified? 

ICA: I do not know. 

Committee: Do you not think that is a sound question ? 

ICA: I think it is an excellent question. 

Committee: Do you actually know who negotiated these contracts? 

ICA: Yes, sir. 

Committee: One man was a negotiator, he approved it and then he 
became one of the lecturers. He is working both sides of the street? 

ICA: He is not compensated nor is any ICA employee. 

Committee: They help formulate and approve the plan and then 
lecture your trainees . . . including the chief of staff of the Senate Foreign 
Relations Committee? 

ICA: No, sir. I would like to explain that Mr. Marcy was not invited 
and did not attend and did not make the lecture. This was a tentative 
list. I do not know precisely how Mr. Marcy’s name got on it. 

Committee: Is that not rather unusual to put a man on the list as a 
lecturer when he has not accepted or been invited ? 

ICA: I would say so. 

ICA: I would like to make the point that although this (contract) 
is expensive, we have to compare it with similar programs. 

Committee: Two wrongs do not make a right, stating what you pay 
other universities. 

Committee: I wonder why you have to spend $4,000 to train a per- 
son to use a telephone to call the Library of Congress for information 
that he should have had in the first place. 

ICA: Well, sir, the purpose of this course in large part is to make 
our personnel realize we have expensive differences and to ask questions 
at the appropriate time, for example, is this really the kind of food product 
that these people eat? If you have a famine in India and the people do 
not eat a different kind of food, you are going to run into serious diffi- 
culties if you respond with the wrong kind of food so in this context 
what we want are people who ask the right question at the right time. 
. . . On the question of mobility of people, for example, one of the 
problems we discovered on the major Export-Import Bank development 
project, the Helmand in Afghanistan, this was predicated on settling 
considerable numbers of nomads on this relatively rich valley once water 
was brought to it. It developed subsequently that these particular nomads 
unlike nomads in other parts of the world were quite reluctant to settle 
down and change their whole mode of life and engage in agriculture 
of this sort. 
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Committee: Do you mean that our people in charge of this setup did 
not know that nomads did not readily settle down? I supposed every- 
body knew that. 

ICA: Well sir, we just discovered some kind of nomads do and some 
do not. This was the problem here. 


ICA: Yesterday you suggested we might have someone with us this 
morning who had attended the course and we do have one here. We 
brought him for that reason. 


The following information was supplied later. The man 
brought was never a student in the course. He served for 
time as workshop coordinator at the School. 


Committee: Do they give examinations at the completion of the 
course ? 


ICA: Individuals are evaluated at the School and the results made 
available to ICA. 

Committee: What is the attendance record? I assume they go or not. 

ICA: No sir, they do not have that election. They are being paid 
their salaries and this is a job of work. 

Committee: They run straight through from 9:30 A.M. to 5 P.M. 

ICA: Not only that, but there is very extensive homework in con- 
nection with this. 

Committee: Let me introduce this into the record. We were told 
that the classes were held on five days a week, 8 hours a day, and that 
in addition a large amount of homework was required. The staff 
director (of this Committee) had information to the contrary and did 
not seem to be satisfied that such was the case. He assigned two mem- 
bers of the staff to go out and make a brief investigation. May we 
have a brief report now? 

Committee Staff: At the time the two of us were there, there was one 
ICA student present. Before we left another one came in. We then 
went to the library . . . we were told there were no ICA students or 
trainees there at the time. We talked to the director of the school for 
a short time and while talking another enrollee came by. 

Committee: How long were you there? 

Committee Staff: Approximately twenty minutes. 

Committee: Did they start the lecture before you left? 

Committee Staff: There was to be no lecture. The way he stated it, 
there were no lectures on Friday afternoons. 

Committee: Nor on Monday? 

Committee Staff: Nor Monday afternoon. 
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Committee: So it is not a five day a week school and neither is it 
8 hours a day. 

ICA: May I comment? Like any graduate school of this sort, you have 
your classes, you have your seminars, you have your research papers and 
your special studies. 

Committee: It was indicated (by ICA) that they put in 8 hours a day, 
5 days a week plus extensive homework. That was the only thing 
we were trying to clear up. 

ICA: I would like to observe that I was inexcusably inaccurate in the 
statements I made yesterday and for this I am very sorry. 

Committee: We do not think it was intentional, but the end result 
would be the same. 

Committee: Does anybody keep a check on attendance records . . . 
on whether the university gives the lectures they have agreed to give? 
We are paying them a big price of $4,000 per student . . . They are 
also being paid their salary while in attendance . . . They should 
certainly go to the school. 

ICA: It appears that at least on two points I am seriously in error in 
that for two afternoons when I was advised there were classes, there are 
no such classes. Whether there is any substitute for this in the form 
of other study, I do not know, but I did misstate. I think the agency 
does have a responsibility to be sure that these individuals are getting 
the training we pay for. 

Committee: We have a lot of top echelon people here. Have any 
of you ever spent a full day at this school to observe a day’s operation ? 

ICA: I was in the course and I was the ICA faculty associate for 
the second session. 

Committee: Could not ICA set up its own school if we had a man 
who can get his diploma at the end of one session and start instructing 
the next session? Would you not save money to set up an organiza- 
tion within ICA? . . . Could it be that really we will wind up here 
with a very expensive contract with Johns Hopkins University using a 
name, and your ICA people to a large extent are those training these 
people. It just does not make sense to me. If you are going to 
have these ICA people and other government officials doing the in- 
structing, why should you be under the auspices of Johns Hopkins Uni- 
versity? This is not their course anyway. It is an ICA course. 

Committee: 1 do not know whether any of them have any more things 
to say which might excuse the operation. They explained it good enough 
so we ought to limit the use hereafter. 

Committee: 1 think they made a good enough case to negotiate a set- 
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tlement and get out from under this arrangement at the quickest possible 
date. And that observation applies also to contracts with a lot of other 
institutions. 

Committee: Mr. Inspector General, I asked you a question yesterday 
about your prospective activities in going into this and you said you did 
not have any plans. What do you think your job is? 

ICA: I think my job certainly includes what the Congress termed ‘‘seek- 
ing out improprieties” and the basis on which I proceed in seeking out 
improprieties is the knowledge that comes to my attention in the course 
of my operations. 

Committee: You can certainly get the impression at least that this 
committee is making the allegation that this program is costing too 
much ? 

ICA: As of today I am quite concerned about what has taken place . . . 
I would expect to work to see what the considerations were that led to this 
contract and whether the dollars worth of service are being received for 
the dollars expended. 

Committee: If you have someone washed out as not being qualified 
after this course, is he returned to the original position or a new 
position ? 

ICA: Once they start we are expending money and we feel this course 
has something to offer us. 

Committee: Are you saying that if the man is determined not to be 
qualified, you would not separate him or assign him to a lower posi- 
tion? 

ICA: There is a careful evaluation in selecting the individuals and we 
seek particularly outstanding individuals. You are not dealing with 
marginal performers. 

Committee: How much did you increase the salaries of these people 
(the professors) as a result of this operation? 


ICA: There are four staff members. I know the director is paid 
$17,500 a year this year. I believe the first year it was $15,500. I am 
reminded that the school raised all its professors .. . As a matter of fact 
the total cost per hour to ICA for instruction is $8.50 compared to more 
than $10 for the rest of the School . . . The story is that at Johns 
Hopkins they taught approximately 128 hours per year and in this 
course each professor is teaching an average of 456 hours per year, and 
an additional $2,000 was allowed for this additional load. 

Committee: Would you give the name and salaries at Johns Hop- 
kins? 

ICA: $17,500. $16,000. $16,000. $13,000. 
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Committee: In this curriculum there is a lecture headed “Congress 
and Foreign Aid.” I now understand that was not given, is that 
correct ? 

ICA: Yes. 

Committee: The list just identified as coming from the ICA has be- 
gun to cause me some embarrassment. Here is one letter which I re- 
ceived from Carl Marcy, chief of staff, Senate Foreign Relations Com- 
mittee... I read to you now the letter addressed to me: “Last week 
I received several phone calls asking for a copy of a lecture I allegedly 
delivered in March 1960 to a class or some other group at the School 
of Advanced International Studies of Johns Hopkins University. These 
phone inquiries apparently arose as a consequence of questions raised 
with ICA witnesses at a meeting of your subcommittee considering the 
mutual security appropriation of 1961. For your information, I have 
never been invited to speak, nor have I ever lectured or met with any 
class or similar group at the School or any affiliate thereof .. .” 


ICA: If you would be interested in my opinion, I would say this is 
listed as a tentative schedule. 

Committee: Does that mean that a half or two-thirds of these names 
that appear on that list (curriculum) are phony? A lot of them never 
knew anything about it? 

Committee: It is obvious to me ICA does not know what this cur- 
riculum is or who is giving what lecture. 

Committee: You are the Comptroller. Does anyone here know whether 
or not any of these lectures have been given. 

ICA: I disclaim any knowledge about it. 

Committee: Does anyone here know whether this expensive course is 
being pursued according to this list . . . in any way except spending 
the money? 

ICA: We know a course is being conducted. Of that there is no 
doubt. 

Committee: What is your cost of participating in the Institute of ICA 
Development Programming at Johns Hopkins? Is it $4,000 each for 
five months? 

ICA: Slightly less than five months. It is just a few days less. 

Committee: What are you requesting for this same program for fiscal 
1961? 

ICA: We are actually not requesting any funds for this program in 
1961. 

Committee: You have terminated it? 

ICA: No, sir. We paid for three years of the contract. 
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Committee: That is worse than anything we have heard. You mean 
you entered into this and paid for it three years in advance? 

ICA: We obligated the money but we did not pay the school... . 
We obligated $344,000 in fiscal 1959 to set up the program for a three 
year program. 

ICA: The $344,000 was obligated for 2 years instead of three. I 
would like to make that correction, Mr. Chairman. 

Committee: What is the $24,000 hangover? If you take classes of 20 
and the cost is $80,000 and you have had 4, that is $320,000. You 
subtract that from $344,000. Don’t you get $24,000 carryover? 

ICA: We do not pay a tuition fee of $4,000. We have an overall 
contract and we divide the number of students into the overall contract 
cost . . . I believe 80 students into $344,000 would be $4,300 each. 


The New Social Development Program 
By Douglas Dillon* 


The general concept.— We have a special relationship with our 
Latin American neighbors. We are bound with them in unique and 
indissoluble ties of history, geography, and trade. 

In a political sense that special relationship has been developed over 
the years through the OAS. 

In many ways we have strengthened economic and financial rela- 
tions among the American States. 

There is now a need to develop this special relationship in the field 
of social progress. 

Latin America has the will and the ability to achieve the hemi- 
spheric ideal of economic development under free institutions. The 
new program we now propose is conceived as one to assist the Latin 
Americans to help themselves in achieving higher standards of life 
for all their people by cooperating in building the social institutions 
which are necessary to balanced development and the maintenance of 
political freedom. 

In recent decades Latin America has made massive investments in 


*This is the text of the description of the State Department’s new 
program given the Senate Foreign Relations Committee by Under- 
Secretary of State Dillon (Hearings on S. 3839, pp. 3-7). 
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basic facilities, which are prerequisite to industrialization and economic 
development in general. Industry has grown at a rapid, though not 
uniform, rate through much of the area. 


Agriculture has grown, though much less rapidly. 


But while there has been a steady rise in national incomes through- 
out the area, millions of underprivileged have not benefited thereby. 

To Latin American economic growth the United States has made 
very important contributions in the form of both private and public 
capital. It is essential that we continue to help finance sound indus- 
trial development in Latin America in substantial amounts. 

The specific need—The progress achieved in Latin America has 
been impressive, but improvement in the standard of living of the 
great majority of the population has been disappointingly slow. There 
are various reasons for this. 

In the first place the rate of population growth in Latin America 
is very high. This means that a substantial part of the annual in- 
crease in national product must go to feed more mouths. 

Second, economic growth in Latin America started from a very 
low base so that even large percentage increases meant only rela- 
tively small gains in absolute terms. 

Third, the distribution of national incomes in many countries has 
been far from equitable, with the bulk of the income going to a very 
small portion of the population. 

Fourth, the low level of both general and technical education has 
severely limited the productivity of the average Latin American worker. 

Finally, in some countries, progress has been impeded by outdated 
economic, legal, and social institutions. There are great differences 
in this regard among the various countries. But where obsolete in- 
stitutions exist, the result is not only to prevent the best utilization 
of the country’s resources but to deny to a large part of the popula- 
tion the opportunity to share equitably in the growth of the national 
product. 

The great majority of the people of Latin America still live in con- 
ditions of extreme poverty—a poverty which is reflected in every aspect 
of their daily lives. 

In some ways the very process of economic development has inten- 
sified the social problem. Rapid industrialization has attracted people 
on a mass scale to the cities, thereby creating new needs for housing, 
schools, hospitals, and other public facilities. 

Thus far, private and public resources have not been able to meet 
the social requirements of this trend toward urbanization. 
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Housing is a formidable and intractable urban problem. Literally mil- 
lions of people in the large cities of Latin America are living in over- 
crowded and squalid slums, without running water and without the 
most elementary sanitary facilities. Most residential building, whether 
public or private, has been beyond the means of the great bulk of the 
population. Water and sewage systems in big cities have also been 
outgrown. 

There are few cities in Latin America that have sanitary water sup- 
plies meeting reasonable health standards. 

Our purpose is not to finance public housing—the requirements of 
that are far too great. Our purpose is to stimulate the mobilization 
of private capital in the other American Republics through the means 
which have been so successful in this country, such as building and 
loan associations and similar credit institutions. 

Secondarily, we wish to encourage and assist the development of 
“aided self-help’ housing, through which the governments assist in 
the acquisition of land, the prospective homeowner furnishes the labor 
and we provide technical assistance and help the governments in fin- 
ancing the costs of materials. 

While industry has grown, Latin America is still mainly agricul- 
tural. More than half of its labor force is engaged in agriculture. 
In some countries and for certain products agriculture is well de- 
veloped, but in most countries substandard living conditions charac- 
terize the great majority of the rural problem. 

To improve living standards in the cities without doing so on the 
land merely increases migration to the cities and promotes new slums. 

Latin American agriculture needs more adequate agricultural exten- 
sion services, improved marketing organization and greater availability 
of farm credit. 

Many countries still maintain land-tenure and. land-taxation systems 
which date from colonial times and which frequently result in the 
underutilization or nonutilization of large areas of potentially pro- 
ductive land. These antiquated systems have led to a rising tide of 
demand for land reform. 

I referred earlier to the low level of education and its effect on pro- 
ductivity. There is in particular a great scarcity of qualified indus- 
trial and agricultural technicians and of trained professional personnel 
in government. There is a need for more technical and vocational 
schools, and in existing schools there is a marked shortage of physical 
facilities and equipment, ranging from laboratories to workshops and 
textbooks. 
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The situation has all the unfortunate effects of a vicious circle. 
A lack of adequate social development is reflected in inadequate edu- 
cation, poor health, and social unrest. This in turn results in lower 
productivity, which means that fewer resources are available for so- 
cial betterment. 

Thirty or forty years ago the masses of the people in most of Latin 
America were sunk in ignorance and apathy. Since then a wider 
awareness of modern life in the outside world has produced a height- 
ened social and political consciousness. 

Today the Latin American masses are awake. They intensely aspire 
to a better life. But unfortunately most of them see little ahead that 
offers them the hope of achieving it. 

The result is frustration and social unrest which threatens to erupt 
in violence and the otherthrow and destruction of existing institutions 
even when no good alternative is at hand. 

Surely such conditions pose a serious threat to the continued ex- 
istence of free democratic institutions in our hemisphere. 

It is clear that a significant alleviation of the social conditions I 
have described is a task of enormous magnitude which will require 
large resources over a long period. It is equally clear that a major 
part of the burden involved in this effort must unavoidably fall on 
the countries of Latin America themselves. But they cannot bear 
the entire burden. They need our help and our encouragement. 

Our proposal—What we would like to say to our Latin American 
friends, and for which we need the support of the Congress, is roughly 
as follows: 

“We recognize that if the peoples of Latin America are to attain 
the goal of higher material and cultural standards for which you are 
all striving, and which are eloquently set forth in Operation Pan 
America, social development and economic development must go hand 
in hand. Many of your progressive leaders have impressed on us the 
need for social overhead capital and have told us of the good uses to 
which they could and would put it. 

“To the extent that you yourselves are willing to move ahead pro- 
gressively in this field, we would like to work with you and assist you. 
This must, of course, be a cooperative effort and cooperation is a two- 
way street. But with your determination to address the problems and 
tasks at hand constructively, we know that the job can be done. 

“Because of the magnitude of the need, we believe our initial con- 
tribution to this cooperative enterprise should be not less than $500 
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million. We recognize that additional amounts will be required as 
progress is made. 

“We envisage these sums being used as rapidly as effective projects 
or programs can be developed. We have in mind assistance in such 
fields as land settlement and land utilization, housing, vocational, 
technical, and scientific training, and basic public facilities such as 
potable water systems and sewage systems. 

“Since you must finance your external needs for economic and in- 
dustrial development primarily by borrowing, and since many of you 
have difficulties in servicing outstanding foreign exchange loans, we 
envisage our contribution to programs for social developments as being 
available in the form of loans on favorable terms including repay- 
ment in local currencies. Where it is appropriate and necessary, our 
contribution may be made on a grant basis.” 

This, in substance, is what we would like to be able to say to our 
Latin American friends at the forthcoming meeting in Bogota. 


Congressional action needed.—We do not ask for appropriations for 
this program at this time because we wish first to develop sound and 
specific program proposals in concert with our Latin American neigh- 
bors which will reflect a complementary relationship between our as- 
sistance and the efforts being made by our neighbors. We hope that 
a firm foundation for the development of such coordinated programs 
can be laid at Bogota. Since such programs will require strong actions 
by the Latin American countries, it is essential for progress that they 
be convinced that the United States really means business. 

That is the reason we are asking for an authorization which would 
be a concrete indication of our interest. An authorization would give 
us the necessary framework within which to develop the new program. 

We would expect to use our funds through a variety of existing 
instrumentalities, the choice to be dictated by the circumstances pre- 
vailing. 

We expect that the Inter-American Development Bank will rapidly 
assume a leading role, hopefully the leading role, in administering the 
program. ' 

This institution, which is scheduled to open its doors on October 
1, has the advantage of being an inter-American multilateral institu- 
tion. We are confident that it will rapidly develop into an effective 
instrument for cooperative effort. 

We also contemplate making greater use of the technical coopera- 
tion program of the ICA. On a demonstration and training basis 
it has done a great deal to help people to help themselves, and to assist 
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governments to do so, but it has not had capital funds to help in 
financing the programs of agricultural, educational, and health im- 
provement to which it has shown the way. 

We would hope to include in the new social development program 
for Latin America the Federation of the West Indies, which has 
achieved self-government and which will soon become fully independ- 
ent—probably next year. 

The timetable we contemplate looks to appropriations in the spring 
or summer of next year. In order to make a modest start in the mean- 
while we intend to utilize the facilities of the DLF to the extent 
possible. This makes it all the more important that the Congress 
appropriate the full $700 million requested by the DLF rather than 
only the $550 million contained in the House appropriations bill. 


New Horizons for the Americas 


By Senator Mike Mansfield* 


It has been reported in the press that the Administration intends to 
ask Congress during this session to provide $500 million in special aid for 
Latin America. There is no doubt of the need for some new action with 
respect to Latin America. Goodwill mission after goodwill mission to 
Latin America during the past decade has come back talking of little else. 
Ideas along these lines have been expressed in Congress and by leading 
statesmen throughout the hemisphere. 

The question is not one of need. The question is whether the Admin- 
istration’s program, as reported, meets the need. And further, the 
question is whether it is appropriate at this moment to bring forth a 
new plan of aid to Latin America. 

If we may judge from the press reports, Congress is going to be asked 
to approve some kind of blanket authority for the Administration to 
make available $500 million for Latin America. The reports do not 
indicate that a new approach to aid is to be anticipated. The reports 
suggest merely more of the same sort of thing which we have been 


*Senator Mansfield is Assistant Majority Leader of the Senate. This 
paper was delivered August 8, 1960 at the opening of the special session 
of the Congress. 
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doing all over the world for the past decade under the Mutual Security 
Program. 

Is this the sort of action that is needed? Will it bring about an end 
to the steady erosion in hemispheric relations? Quote the contrary, Mr. 
President, I believe that this new gesture in the old pattern, particularly at 
this time, may cause further damage to those relations. 

Integrated Economic Action Needed. What is needed, what has long 
been needed in inter-American relations is an integrated effort to develop 
this hemisphere’s great resources for the benefits of all of its peoples. 
It seems to me that we require, first, a reasonable meeting of the minds 
in the Americas as to what needs to be done and how it can be done. 
We require a specific understanding with the other American nations 
which will make clear how much is to be spent over how many years, 
in what very specific ways and for what very specific, measurable ends. 
We need a plan that involves more than U. S. grants. We need a plan 
that is financed by all the participating republics in this hemisphere in 
rough proportion to their capabilities and, may I add, that if some nations 
cannot contribute cash to the pool, they can certainly contribute skills, 
commodities, and labor. We need a plan, most of all, which involves a 
large measure of initiative on the part of individual governments in 
mobilizing the enthusiasm, cooperation, and sacrifice of their own peoples. 
The approach should include, if we would deal with the need in its full 
dimensions, not merely financial and technical aid, but action on inter- 
American commodity and trade problems. And in this connection, I 
should like to suggest that the approach should not omit consideration 
of the possibilities of a hemispheric common market. As the Senate 
knows, Central American nations have been moving towards a regional 
trade grouping. So, too, have some of the largest of the South American 
states and Mexico. Before the hemisphere is split further into regions, 
it would be wise to consider action which brings all American nations 
together for marketing and other economic purposes in common. 


I could be misinformed, Mr. President; it may be that this is the type of 
program which the Administration expects to present to the Congress in 
the near future. I hope that such is the case. If it is, I am confident 
that the Senate will be disposed to give it the most careful consideration. 

Timing of New Aid-Program. 1 should still be compelled, however, 
to question the timing, if a new aid-program, however impressive it may 
be, is presented for action during the few remaining days of the 86th 
Congress. It is no secret, after all, that we are engaged in a serious and 
bitter dispute with Cuba at this time. It is no secret that this dispute 
is to be aired with the other American republics in the Organization 
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of the American States which is to to meet within a matter of days 
in Costa Rica. 

I am sure that the Administration had no desire to tie together the two 
matters—that is, a new aid-program for Latin America and this dispute. 
But it amazes me that the Administration would permit this coincidence to 
occur. 

We must ask ourselves, in all honesty, how does this coincidence look 
to the rest of the Hemisphere? I am afraid, Mr. President, that it looks 
very bad. It looks like a callous attempt to purchase favor in Latin 
America at a time when we are especially desirous of obtaining it. If 
we are honest with ourselves, we will recognize that the announcement 
coming at this time produces an erroneous impression. It suggests that 
dollars are being dangled before Latin America in the same manner 
that the Russians of late have been waving rubles before Cuba. Is that 
impression in keeping with the dignity of this nation? With the dignity 
of the other American republics? 

The need for action on hemispheric development stands on its own. 
So, too, does the need for a settlement of the dispute with Cuba. We 
must act on both but we must act in a fashion which makes it clear that 
we do not link them—the two matters—in any fashion. 


Suitable Congressional Action. To keep these questions separate and 
distinct, I would strongly urge the Administration not to try to ram 
through an aid-program for Latin America of a specified amount during 
the few remaining days of this Congress. If the Administration feels 
it would be useful, I can see no objection to a resolution which would 
put this Congress on record—in the manner of the Vandenberg Reso- 
lution some years ago—as backing fully a common effort with other 
American nations of the kind I have just described. I should, per- 
sonally, be happy to join in sponsoring such a resolution. Then, let 
the spokesmen of this Administration go to the scheduled meeting of 
Hemispheric Ministers in Bogota in September equipped with new specific 
proposals. Let them go prepared to listen with new attention to old ideas 
such as those advanced by President Juscelino Kubitschek of Brazil in 
his proposed Operation Pan American, to the ideas of Premier Pedro 
Beltran of Peru, and of other distinguished Latin American leaders. 
Let them hammer out, in concert, over the next few months, the in- 
tegrated approach which is needed to replace the tattered pattern of more 
unilateral technical aid as usual, more unilateral loans as usual, more 
unilateral grants as usual. Le them put together a plan which will lift 
the sights of all the Americas to a new concept of hemispheric coopera- 
tion. If that is done, if American participation is equitable and just 
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and, if it is adequately explained to the people of the United States, 
I would anticipate that the next Congress will be prepared to cooperate 
fully with the new Administration in its realization. In that fashion too, 
Mr. President, I believe we can avoid any confusion of the new aid- 
undertaking with the United States-Cuban dispute which should be faced 
on its own merits in the Organization of the American States. 


The Cuban Dispute. As for that dispute, there are some matters of 
which we need to speak frankly and honestly at this time. The dis- 
pute cannot be swept away. Its implications will not disappear by beat- 
ing the drums for a new aid-program. On the contrary, unless this dis- 
pute is faced and solved it may well nullify any effort for the economic 
advance of the hemisphere. 

If we are to deal with this dispute in the only context in which solu- 
tion now seems possible, that is, in the larger context of inter-Ameri- 
canism, we will have to recognize that the attitudes of many Latin 
Americans will invariably include a measure of sympathy for Cuba and its 
revolution, regardless of sentiments respecting its present government, 
regardless of the facts of the dispute. There are complex historical 
roots for these attitudes and they will not change overnight. We must 
anticipate that voices will be raised in the Latin American countries, as 
was the case recently in Mexico, in emotional support of Cuba. But 
that ought to be a cause neither for alarm nor condemnation in Mexico 
or the United States. One must question the wisdom of the Admin- 
tration in calling in the Mexican Ambassador some weeks ago to explain 
a speech of this kind in the Mexican Congress. After all, it is 
customary for members of this body and the other House to express 
their feelings, emotions and thoughts on Cuba and on other matters in 
no uncertain terms. And I am sure we would not look kindly on the 
summoning of our Ambassadors by other governments to justify remarks 
whenever they are made. We can hardly censure in others what we ex- 
toll as a virtue in ourselves. 

I am confident that if we exercise restraint with respect to the emo- 
tional attitudes which the Cuban dispute has engendered, we can antici- 
pate that the issues of the dispute will be considered by the O. A. S. 
on their merits. They will be considered with objectivity and with full 
attention to the larger interests of the Hemisphere. 

By the same token, I do not believe that the Administration in its 
approach to this dispute ought to be confused by the loudest and most 
emotional voices here at home. I do not and cannot believe there is 
any widespread desire in this nation to throw away the remaining fruits 
of the Good Neighbor policy by a unilateral military intervention in 
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Cuba. This Administration is to be complimented for making it clear, 
as Secretary Herter did in a recent press conference, that he had ‘never 
talked with the President about military intervention in Cuba’, nor had 
the Department “made any such plans or preparations.’’ What is at 
stake is larger than Cuba and Castro and any hot feelings in our own 
midst however noble and righteous they may seem to those who are 
possessed by them. What is at stake is hemispheric solidarity and that 
measure of peace and reasonable security and the highly fruitful com- 
mercial and other contacts which this solidarity has yielded over the 
years. 

If the national attitude of this country could be expressed on Cuba, I 
daresay that it would be less one of militant hostility than one of in- 
credulity and dismay that relations have deteriorated to their current 
unhappy state. Further, there would be indignation at the incomprehen- 
sible calumny which has been heaped upon us. Finally, there would 
be a firmness which I am sure is shared by other American states that 
the Soviet Union shall not fish in the troubled waters of the Caribbean 
or meddle in the family affairs of the Americas, or un-nerve us by 
waving its missles. 


U.S. Position in the O.A.S. on Cuban Dispute. It is a little late now 
to retrace events to the particular stones on which United States-Cuban 
relations have stumbled. Mistakes have been made and they have been 
made on both sides. We have tried on a bilateral basis to set these 
relations straight and we have not succeeded. The dispute has come 
before the United Nations and that body has wisely referred the matter 
to the Organization of the American States. In short, the U.N. has 
placed great trust and responsibility on the Americas to meet an Ameri- 
can problem. The nations of the Hemisphere can perform a great service 
by isolating the basic issues between Cuba and this nation, by soberly 
considering these issues, and by acting to meet them. 

It seems to me that this nation ought to bring to the impending con- 
sideration of the dispute more than mere justifications for its present firm 
attitude with regard to Cuba. That attitude needs no justification in 
view of the hostility of the government in Havana. What is needed 
is a clear position which illuminates what it is, specifically, that we 
deplore and what it is that we seek in our relations with Cuba. 

If we are to have that kind of position we must go beneath the angry 
words. We must start with a recognition that the revolution of the 
Cuban people was not only unavoidable but to be welcomed, given the 
oppression to which they had been subjected by the previous regime. 
Indeed, at the United Nations, Ambassador Lodge has stated the position 
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of the United States and the only official position on this matter most 
clearly when he noted the “understanding” and “sympathy” of the United 
States for the aims of the Cuban revolution. 

We must recognize, further, that the promise of the Cuban revolution 
was change and that our own citizens and other outsiders with significant 
interests in Cuba can hardly be insulated from that change. Mr. Lodge 
has set forth the official views of the Administration on this point. At 
the U.N. he quoted the President directly as recognizing the right of 
the Cuban government “to undertake those social, economic and political 
reforms which with due regard for their obligations under international 
law, they think desirable.” We must recognize finally that, except as 
the actions of the Castro government grossly outrage the conscience of 
the American Republics or threaten their common security, the nature 
of the changes in Cuba is a matter solely of concern to the Cuban people. 
That is the crux of national independence which the Cubans hold as 
dearly as do we. 

It seems to me, however, that in respecting Cuba’s national rights we 
also have a right to expect from a people for whom we have had only 
the friendliest sentiments a willingness to minimize the adverse reper- 
cussion of change on our citizens and to provide equitable treatment 
for them and their interests. We do have a right to object most vehem- 
ently to the subjection of the good name of this country to inflamable 
charges and slurs by the Cuban government and its spokesmen; charges 
and slurs which are as unnecessary as they are inaccurate. 

Finally, we do have a right, any American nation has a right, to bring 
to the attention of the O.A.S., threats to the tranquility and security of 
this hemisphere and to seek common action to meet them. 

If these premises, Mr. President, constitute a basis for good neighborly 
relations, as I believe they do, then it follows that our position in the 
dispute before the O.A.S. should be built around the following points: 


(1). We should recognize the right of the Cuban people to make 
such internal changes as they desire and insist only on just, non-dis- 
criminatory treatment for our nationals and compensation for damage 
to their legitimate interests on terms which take into consideration Cuba's 
present economic and financial capacities. 

(2) We should recognize Cuba’s right, as a sovereign nation, to trade 
or otherwise deal with any nation in the world and, equally, our own 
right to do the same, as regards sugar or any other commodity. Equally 
we should make clear that we are prepared at all times to consider 
changes in our present economic policies, on a mutual basis, which may 
be of benefit to the Cuban people and to ourselves. 
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(3) We should reiterate the doctrine of non-intervention in the 
national affairs of Cuba or any other American nation insofar as any uni- 
lateral action on our part is concerned and scrupulously adhere to it, and 
see to it that all agencies and private citizens adhere to it. But if the 
O.A.S. by due process concludes that the actions of any particular govern- 
ment outrages the conscience or threatens the tranquility and security 
of all the Americas, we should follow whatever course of hemispheric 
action the O.A.S. may prescribe by due process. It is for the Adminis- 
tration alone which, alone, is in possession of all the facts and has the 
constitutional responsibility to decide when, if at all, to ask the O.A.S. 
to condemn and to act against any government on these counts and to 
make the case in support of it. 

(4) If the need arises, we should seek common hemispheric action 
of whatever kind and degree may be necessary to prevent the establish- 
ment of military bases by nations not of this hemisphere in any Ameri- 
can Republic. 

(5) We should welcome conciliatory efforts by the President of the 
Council of the O.A.S. in isolating and in finding solutions to the specific 
difficulties between Cuba and this nation. 

Whatever the outcome of the dispute with Cuba, I think we had better 
face the fact that there will be no victory for one side or the other. The 
fact is that the dispute has already caused serious damage to Cuba, to 
the United States and to the Western Hemisphere. It is to be hoped, 
therefore, that we will begin this consideration before the O.A.S. not 
with a desire to win Pyrric debates in the kitchen, the parlor or on TV 
but, rather with a clear determination to seek a solution to the prob- 
lem. It is to be hoped further, that Cuba will do the same. And it is 
to be hoped, finally, that the other American states will exert every 
effort to bring about a solution that is just and equitable, to the end that 
this danger to the hemiphere may be removed. 


State of Inter-American Relations and Policy. Looking beyond the 
Cuban dispute, Mr. President, I believe that we will do well to recog- 
nize frankly that inter-American relations are not good and they are not 
getting any better. Lest this observation outrage those whose political 
antennas in these political times may be especially sensitive, let me hasten 
to add that it is made without political motive. In retrospect and, in 
all honesty, it is clear that the schisms in inter-American relations began 
to appear even before this Administration took office. 

Be that as it may, it does not serve the national interests to offer empty 
assurances now that all is right with the inter-American world or to imply, 
as this recent announcement of a new aid-program does, that there is 
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nothing wrong that cannot be cured by a fresh injection of aid-dollars. 

The difficulties go deep. Insofar as they arise on our part I believe 
they stem from a failure to recognize and appreciate the enormous ac- 
cumulation of forces for change in Latin America since World War II 
and, hence, our failure to reshape our attitudes and our policies accord- 
ingly during the past dozen years. It is out of this accumulation that 
the revolution in Cuba was spawned and it is doubtful that that revolution 
is an isolated phenomenon. The same upheaval may well re-appear 
in reasonable facsimile in large segments of the region to the south un- 
less action is taken in time by the governments directly involved and by 
the hemisphere as a whole, to deal resolutely with the social and economic 
conditions which are the breeding grounds. 


What of our responsibilities to ourselves and to the hemisphere in 
the light of these vast pressures for change? For anyone who knows 
the countries to the South and looks to the present and future rather 
than to the past, I believe it is apparent that change is as desirable as 
it is inevitable. I do not think acquiescence in unnecessary misery 
and vicious repression and exploitation find any echo in the finest tradi- 
tions of this nation. A determination, elsewhere, in the Americas 
to dispense with such acquiescence is to be welcomed by this nation. 
It follows that our relations with the other American states must be 
aligned with progressive change rather than against it. Further it fol- 
lows that the institutions of inter-Americanism which we did so much 
to bring into being should be used to encourage this change by evolu- 
tionary means in order to avoid, if possible, the human tragedies which 
inevitably accompany change by revolution. 

I believe our policies in concept accept these premises. In a halting 
and inadequate fashion, moreover, we have sought to build on these 
premises. But what is needed, what been lacking for years has been that 
dedicated and perceptive initiative in inter-American policy and rela- 
tions which would breathe new life into the premises and inject new 
energy into the institutions of inter-American action. As the most power- 
ful and the oldest free nation in this hemisphere, it is our responsibility 
to ourselves and to the Americas to provide that initiative. I say that 
in all humility, with the belief that our Latin American neighbors will 
recognize that it is said without boast but only because it is the obvious 
reality and it must be said to awaken us to ur responsibilities. A new 
birth of initiative, of leadership, is essential if the irresistible and rapid 
changes which are already underway in this hemisphere are to redound 
to the security and welfare of ourselves and the other American peoples. 
Unless it is forthcoming, hemispheric solidarity and the institutions 
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through which it is served may both be overwhelmed by opportunistic 
forces within the Americas in concert with militant intrusions from 
without. 

If we are to reshape the course of inter-American relations in a 
fashion equal to the present and future needs of the Americas and our- 
selves as a part of them, it seems to me we must begin to act, as must 
the Latin Americans, with new insights and a new appreciation of one 
another. We must act with new policies, pursued by a more effective 
and dynamic administration of our relations. I know of no way to 
bring about these necessary changes except by an enlightenment of public 
understanding of the need and by a responsible leadership, which is able 
and willing to consider and to act on new ideas. 

New Insights. 1 should like to set forth, at this time, certain specific 
thoughts on how the present and future needs of inter-American rela- 
tions may be met, insofar as they can be met by this nation. I need 
hardly to remind the Senate that these relations are two-sided and 
that regardless of what we do, it will not be enough unless the Latin 
American nations carry their share. 

On the need for new insights: 

(1) That the present and the next administration seek the active and 
intense cooperation of the press, motion-picture industry and other com- 
munications-media in a concerted effort to bring up to date the 19th 
century comprehension of Latin America widely held in this country 
and the 19th century comprehension of this country still largely held in 
Latin America. 

(2) That the present and the next administration seek the active 
and intense cooperation of educational institutions in this country to ex- 
pand rapidly the studies of Latin America and the languages of its 
republics. Conversely, that wise and liberal use be made of the stagnating 
local currency accumulations abroad in consultation with Latin Ameri- 
can authorities, for a similar expansion of the studies of the United 
States and the English language in Latin America. 

(3) That serious efforts be made to act on various proposals previously 
advanced looking to the establishment of a University of the Americas 
in Puerto Rico or some other suitable place, perhaps with faculties located 
in various American nations and; again, that wise and liberal use be 
made of accumulating local currencies to this end. 

(4) That inter-American exchanges of persons in all the professions 
be expanded in numbers and in scope and; again, that wise and liberal 
use of accumulating local currencies be made to this end. 

(5) That inter-American tourism be encouraged in every feasible way, 
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particularly through the prompt completion and improvement of the inter- 
American highway. 

(6) That the President-elect make a get-acquainted visit to the other 
Latin American republics prior to his inauguration in January. Further, 
assuming that an inter-American plan of development and economic co- 
operation is devised, that the new President, shortly after his inauguration, 
invite all the American Presidents to meet in Washington to initial it. 


New Policies. On the need for new policies: 


I have already mentioned in detail what I believe to be the key changes 
that are required. I reiterate them now: 


(1) Full acceptance in our policies of the inevitability and the de- 
sirability of change, change in the direction of an end to unnecessary 
misery and repression wherever these conditions may exist in the 
Americas. 


(2) An end to one-sided haphazard aid in the old pattern in favor 
of a carefully conceived, shared-cost, specific, measurable plan of hemis- 
pheric action for development and economic cooperation. 

Beyond these key changes, Mr. President, I believe we need a re- 
appraisal of the policies by which this government has sought to stimulate 
the flow of private capital into Latin America. We have got to face 
the fact that Latin Americans do not necessarily always see the ingress 
of foreign capital as an unmixed blessing, and that such capital is not 
infrequently one of the primary targets of revolutions in those nations. 
It seems to me that in the years ahead private capital will perform its 
greatest service on behalf of its own long-range interests and the total 
interests of this nation by integrating its foreign investments and opera- 
tions as rapidly as possible into the other American nations. In short, 
U. S. private capital should ‘‘nationalize’’ itself, in the sense of immersing 
itself in the life of the nations in which it operates. If it does so, 
the constant threat of involuntary nationalization may decline. There 
are instrumentalities and techniques for achieving this end and some of 
the most far-sighted United States companies are already putting them 
into practice in Latin America. They do so by mixing capital with local 
capital, by choosing their managers for Latin America on the basis of 
their suitability to live as well as to work in other nations, by rapid 
transfer of skills through intensive training programs of local inhabi- 
tants and by maximum use of local employees on the basis of equality 
with its home employees in the management of enterprise. It seems to 
me that even as this government seeks, as it does now, by its actions and 
policies which commit us all, to aid U. S. business in Latin America, it 





_— 


GOVERNMENT DOCUMENTS 99 


must also act to stimulate the incorporation of progressive practices into 
U. S. business in Latin America since their absence affects us all. 

Mr. President, I have already suggested that the broad and vast in- 
terests of this nation in inter-American relations cannot be served by uni 
lateral military intervention in the internal affairs of any American nation 
Yet I do not believe that the doctrine of non-intervention, as it now 
stands, is adequate to the present and the future needs of the Americas. 
There are acts which can be committed by a government which grossly 
outrage the conscience of the Americas. There are policies which can 
be pursued by one nation in this hemisphere which gravely jeopardize 
the security of all the American nations. When these acts occur, when 
these policies are pursued, the doctrine of non-intervention in my opinion 
is not adequate to the need. The American nations have already moved 
and should continue to move in the direction of new concept of hemis- 
pheric political cooperation. Call it the Doctrine of Hemispheric Con- 
cern if you will. What is implicit in it, however, is the need of the 
American nations to act in common against any member government which 
grossly outrages the conscience of the hemisphere by its behavior or 
actions or which clearly endangers the security of the hemisphere by its 
policies. To take this step Mr. President, to modify the doctrine of non- 
intervention is a most serious matter but these are most serious times. 
I, for one, am persuaded that the nations of this hemisphere are pre- 
pared to take it in their common interest and I am persuaded that, 
with the proper safeguards in the O.A.S. system, a Doctrine of Hemis- 
pheric Concern will be invoked neither lightly nor inequitably. 


New Administrative Methods. Finally, Mr. President, I should like 
to turn to the needs of administration within our own government, in 
terms of inter-American relations. Regardless of the adequacy of our 
concepts with respect to these relations, regardless of our willingness 
to revamp our policies, we are not likely to do what needs to be done, 
given the present administrative structure for the conduct of these 
relations. Apart from a serious lack of outstanding citizens, dedicated 
and skilled in inter-American affairs, we are seeking to act through a 
creaky, confused and jumbled machinery of administration. In Latin 
American affairs, as in others, the State Department, under the Presi- 
dent, has theoretical responsibility; it is there to blame if things go wrong. 
But in inter-American affairs, as in others, policies are determined or 
influenced not only by the President and the Secretary of State, but by 
various other sources of power in the Executive Branch, from the Na- 
tional Security Council on down, without adequate central control 
and direction. 
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The first need in the administration of inter-American affairs is to 
make certain that policies originate and flow from the President through 
the Secretary of State and that these policies are carried out by all agencies 
concerned under the State Department and Ambassadorial control. To 
that end, all bilateral aid activities, all informational and exchange activi- 
ties with respect to Latin America should be made subject to full and 
decisive control of the Secretary of State. Further, the United States 
representatives on the International Bank, the Inter-American Develop- 
ment Bank, and the various U. N. agencies, and all other agencies with 
a greater or lesser degree of influence on the course of inter-American 
relations should be fully responsive to the effective guidance of the 
Secretary of State. . 

Second, to reinforce this line of authority, it seems to me most de- 
sirable that any new funds appropriated by the Congress for economic 
and related purposes in Latin America should be appropriated to and 
through the Department of State. 

Third, it should be our policy and part of our essential initiative to 
make every effort to strengthen the O.A.S. and its subordinate agencies, 
by stimulating common American action through that organization and 
by encouraging personnel policies which will equip that organization 
for new and heavier responsibilities. 

Mr. President, it is true that any President should have a large measure 
of discretion in the administrative structure through which he seeks to 
conduct the foreign relations of the nation. But Congress which pro- 
vides for this establishment and influences the nature of it by legislation 
cannot remain indifferent when the structure gets out of hand, when it 
tends by its very nature to dissipate and waste the resources of the people 
by duplication, inadequate coordination and a confusion of responsibility. 

It is a truism that men are more important than machinery in effective 
foreign relations. It may be that the suggestions which I have made 
which look to the concentration of authority as well as responsibility 
in inter-American affairs in the Department of State will not act to 
increase effectiveness. But, if they do not, at least, we shall know 
where to begin to look for the difficulty and where to make the adjust- 
ments. As it is now the administrative structure defies an honest fixing 
of responsibility no matter how much the Secretary of State may be 
held responsible and no matter how often, and often unjustly he may 
be berated for the failures. 

It would be my hope that the next President will act promptly on 
this problem. I, for one, as Chairman of the relevent Subcommittee 
of the Foreign Relations Committee intend to bring this problem to the 
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attention of the Committee and I would welcome an opportunity to co- 
operate with the Administration on any necessary legislation to deal 
with it. 

Concluding Comments. 1 do not desire to detain the Senate any 
longer. It is my intention to take up other aspects of the international 
situation and our policies before the session closes. My purpose in these 
remarks today was to bring to the fore the question of inter-American 
relations as it is interwoven with the Cuban dispute and aid-programs. 
These questions cannot be sidetracked by either silence or slogans until 
next January. They will be very much with us in the immediate days 
ahead. We need to face them now. We need to turn the light of 
discussion on them now, to the end that we may lay the basis for the 
kind of action which must come with the next Administration, the kind 
of action appropriate to these times, the kind of action which will in- 
spire the American Republics to a rededication to the common security 
and progress of this hemisphere. 


Importance of the U.S. Naval Base, 
Guantanamo, Cuba 


The following memorandum was prepared by the Department of De- 
fense for the House Appropriations Committee and was published in 
Hearings before the House Appropriations Subcommittee on Depart- 
ment of Defense Appropriations for 1961, Part 2, p. 168-170. 


1. Strategic role 

(a2) Guantanamo Bay is a part of the base complex consisting of 
Panama, Trinidad, Roosevelt Roads, and Guantanamo Bay, required to 
support combatant naval forces in the defense of the Caribbean Sea 
area, to carry out ASW operations, to defend the Panama Canal, and 
to protect shipping between the Caribbean and eastern Atlantic-South 
American ports. 

(4) The naval installation in the Guantanamo area provides an im- 
portant contribution to the defense of the United States. The base at 
Guantanamo provides excellent year-round training facilities for U.S. 
naval forces. The installation also provides an important support base 
for wartime naval operations to insure control and protection of the 
Caribbean area. Denial of these facilities to the United States could 
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have far-reaching effects on the overall political and military stability 
of the area. The base is in no way obsolete and will be required in 
the foreseeable future for support of units of the Atlantic Fleet. Re- 
tention of these facilities provides assurance of a continuing U.S. mili- 
tary and political position of strength in this potentially critical area. 
Development of similar alternate facilities in the area would require 
extensive expenditures from U.S. resources. 

(c) In summary, the U.S. Navy has a continuing requirement for the 
naval base at Guantanamo Bay to insure that essential fleet training may 
continue in an orderly and uninterrupted basis, and, in the event of war, 
that it may be used in support of essential naval operations to insure 
control of the vital Caribbean Sea area. 


2. Strategic consideration 


(a) Controls the Windward Passage—The Windward Passage is 
one of the main entry points to Caribbean. It is on the direct ship- 
ping route from Europe and South America to the Panama Canal. 

(6) Base for ASW operations —Fine natural harbor and well- 
developed facilities for basing and logistic support of ASW forces 
covering the trade routes, Caribbean Sea, and lower Atlantic. 

(c) Base for defense of inter-American shipping —Is a midlink in 
chain of key points, Key West, Guantanamo, Puerto Rico, Trinidad for 
providing air and surface protection of shipping engaged in the trans- 
port of strategic materials from South America to the United States. 

(d) Controls air routes from the east coast of the United States to the 
west coast of South America.—Is located midway on overwater routes. 

(e) Base for training ships and crews.—Fine natural harbor and well- 
developed installation for training ships and crews both in war and 
peace. 

(f) Damaged ship haven.—Centrally located as a haven for recovery 
and repair of ships suffering war damage incident to antisubmarine 
warfare and convoy operations along the intra-America shipping lanes. 

(g) Key point for operations in defense of Panama Canal.—Provides 
centrally located base for surveillance and patrol of sea approaches to the 
Panama Canal. 


3. Support considerations 


(a) Utilization—(1) War.—Reconnaissance, antisubmarine warfare, 
convoy, and SAR operations in Caribbean area. Protection of the Pan- 
ama Canal. Air, surface and subsurface training operations. 

(6) Forces—(1) War.—Reconnaissance and patrol seaplanes. A/S 
carrier groups. All types ships and aircraft undergoing training. 
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Mobile support ships. Convoy escorts. SAR Unit (USCG). Transient 
ships and aircraft. 

(2) Peace—All types ships and aircraft undergoing training SAR 
Unit (USCG). Transient ships and aircraft. 

(c) Support for operations—(1) Fleet anchorage and medium naval 
base. Limited support and repair for DD types and smaller. Large 
fleet units making use of this base will be completely self-supporting 
or accompanied by appropriate numbers and types of service ships. 
Ammunition and POL storage. Airfields (McCalla Hill and Leward 
Point) and associated facilities with class C maintenance. Naval supply 
depot—Provisions and general stores. Medical and dental clinic sup- 
plies. 

(d) Alternates. — War and Peace. — Roosevelt Roads, San Juan, 
Trinidad. 

(e) Costs——Annual maintenance and operation: $6,142,841. Plant 
account: $67,297,585. 


4. Treaty rights 

The United States originally acquired the naval base, Guantanamo 
Bay, Cuba, through a lease agreement signed by the President of the 
United States on February 23, 1903, and the President of Cuba on 


February 16, 1903. This agreement set forth the boundaries of the area 
and granted the United States the right to do everything necessary to 
develop the area. While it recognized that Cuba retained ultimate 
sovereignty (not defined) over the area, Cuba granted the United States 
complete jurisdiction and control during the period of U.S. use of 
the area. 

By an agreement ratified on October 6, 1903, by both countries the 
United States agreed to pay Cuba $2,000 in gold coin annually for the 
use of the leased area, so long as the United States continued to occupy 
the area. The United States also agreed not to permit any person, 
partnership or corporation to establish or maintain a commercial, indus- 
trial, or other enterprise within the area. On the other hand the United 
States was exempted from paying any customs duties or fees on any 
material imported into the area for exclusive use and consumption 
therein. Likewise ships carrying such material and discharging it within 
the limits of the area were to be exempt from all port, tonnage, anchor- 
age, or other fees. 

On June 9, 1934, both countries exchanged ratifications of a treaty 
of relations which superseded the original treaty of relations entered 
into on May 22, 1903. Article III of this treaty reaffirmed the pro- 
visions of the two agreements heretofore mentioned and provided that 
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“so long as the United States of America shall not abandon the Naval 
Station of Guantanamo or the two governments shall not agree to a 
modification of the present limits, the station shall continue to have 
the territorial area that it now has with the limits it has on the date 
of the signature of the present treaty.” 

It is perhaps worth while to note that the two lease agreements of 1903 
were executed by the Presidents of the two countries and were not sub- 
mitted to the Congresses of either country for approval. The 1934 
treaty of relations was, however, ratified in accordance with the con- 
stitutional provisions of both countries. Since this treaty affirmed 
the provisions of the original two lease agreements the question as to 
whether these agreements were legal and binding prior to 1934 is purely 
academic. 
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On Spruille Braden’s Contribution to 
Solution of the Chaco Dispute 


The House Appropriations Committee, in its Hearings on the Mutual 
Security Appropriations for 1960 (p. 1693-94) included a significant 
communication regarding the work of the U.S. Delegation in the Chaco 
Peace Conference. The writer of the letter, which is reprinted from 
the hearings below, was one of the best reporters who ever worked in this 
field, an analyst and writer of great distinction. 


Hamburg, New York 
May 6, 1959 


Dear Spruille: 


The death of Saavedra Lamas calls to mind again one of the greatest 
injustices in all the history of inter-American relations. It was you 
who should have been awarded the Nobel Peace Prize. It was you, 
working single-handed, with an assist from the Brazilian delegate, who 
brought about a peace agreement over that weekend that Saavedra 
Lamas and most of the delegates were down at Mar del Plata, convinced 
that no agreement could be reached. 


You asked me not to report to the New York Times your participa- 
tion in bringing about the peace agreement, and because of my re- 
spect and admiration for you, I did as you asked—something that I 
have regretted ever since. It was the only instance in my forty-five years 
of newspaper reporting that I ever allowed anyone to persuade me not 
to tell the truth about the situation I was covering. 


Cordially 


John W. White 











COMMUNICATIONS 


On Mineral Investment and Analytic 
Superficiality 


By Virgil Salera* 


Words on mineral investments in profusion 
Appear only to breed confusion.* 


We're told that companies invest in foreign mineral development 
Only profits to reap, indigenous growth to stultify; 

Reasons for which are far from apparent, 

Key facts ignored, inconsequentials magnified 


Creole Petroleum also truly fosters agricultural modernization, 

Without profit, at cost to itself—gestures perhaps to make informed 
natives merfy... 

But can such activities be regarded as demonstrations 

Which “thinking men” would classify as ‘‘voluntary”’? 


The semantics also relate to Cerro de Pasco, 

Whose side-line agricultural betterment efforts noted 

Neither zinc produce nor tourists attract a la Taxco 

Thus must be phony, minor subtractions from profits bloated. 


* Chairman, Division of Business and Economics, Alameda State 
College. 

1 These lines represent the writer's reaction to M. D. Bernstein, ‘‘For- 
eign Investments and Mineral Resources: A Few Observations,” (Inter- 
American Economic Affairs, Winter 1959.) 

Writing on private foreign investment—given the serious clash of 
ideologies, the slovenly character of much of that which passes as “‘analy- 
sis,” and attacked industry's reluctance to reply in kind—is a contempo- 
rary litmus test both of scholarship in the Latin American area and the 
academician’s view of the role of such activity in terms of the national 
interest. The present writer, some of whose published views are the 
subject of Mr. Bernstein’s remarks, proudly defends the economic and 
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Hear, hear, private foreign investment mustn’t be championed 
Despite voluminous facts attested, reasoning clear. . . 
For so to write may invite some academic exclamation: 
“Special pleading, special pleading, I fear.” 





Enormous record, observation and detailed study on the spot 
Are for naught if the conclusions are in defense of private investment. . . 
The effort cannot scholarship be, rather only academic rot, 

Based on the cavalier rebuttal—'‘prior ideological commitment.” 


Though minerals are produced under conditions competitive, 

As evidenced partly by investment decisions sometimes deferred awaiting 
more favorable conditions . . . 

Text on this point now wordy, now repetitive 

On one page ‘‘a cold war,” on another a “fairer deal” 
the companies’ reasonable expectation. 


The geography of it all is confusing too, 

For mining property abroad is by some strange semantics 
Viewed as comprising a part of the New York skyline blue .. . 
Not even amusing, only evidence of the worst of the pedantic. 


Trite, Venezuelan iron ore is in that country located . . . 

But, ah, it is not a part of the economy of that nation. 

How so? By what alchemy has it been vacated? 

Naive soul—its use depends on the Steel Corporation’s decision. 
By Myrdal an “enclave”, here an “exclave”... 

Truthfully, however, decided by Caracas’ will and ambition. 


Cocksureness and fatuity extend even to Latin American steel, 

Which apart from Brazil is alleged to be only a hothouse product . . . 
But the record show how this notion be so unreal, 

For even relatively small Venezuela can steel produce and not its con- 
sumers mulct. 


quasi-social record of American private investment in the light of over 
twenty years of adult study of the subject in academic halls, inside agencies 
of the U.S. Government, and in research and advisory activities abroad. 
Moreover, he submits that there is an infinitely more solid scholarship 
base in such a defense than in critical attacks on American private invest- 
ment. Such a defense, however, will never rank high in popularity 
polls, given among other things the level of economic understanding 
prevalent in the land. 
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Words on mineral investments in profusion . . . 

If here the statements breed academic confusion, in Latin America 
politics delusion, 

Yet concern ye not, U.S. taxpayer dear; 

The yield is printed pages, academic and national progress clear. 









Employ disproved ideas on the terms of trade; 
Some readers may not them distinguish from the salt of the earth. 
Like the iceberg, the truth be largely underwater made 

As revealed by many scholars careful, especially Ellsworth.? 








Foreign private investment allegedly suffers on another score: 
Its supposed reluctance local industrial products to use. 

The remedy here, an historian speaks, is to employ tariffs all the more.* 
Make dynamite and pick-axe handles, and for not a moment any cost 
refuse. 












To all of which the economist implores, 
For the millionth time, with surely another to come . . 

The recommended action is also for the under-developed to deplore, 
Needed hard thought and work in lieu of policy views dished out on 
the run. 












’ A German has emphatically prescribed the same medicine for southern 
Italy, F. Vochting, Die italienische Sudfrage, Berlin, 1951, passim. 
It has been rejected even more emphatically by Italian economists, how- 
ever. See Francesco Vito, “Popolazione e Sviluppo Economico,” J Pro- 
blemi dello Sviluppo Economico, Milano, 1956, p. 386. 


2P, T. Ellsworth, “The Terms of Trade between Industrial and 
Primary Producing Countries.” (Inter-American Economic Affairs, Sum- 
mer 1956). Is it not high time that every writer recognize that the long- 
run terms, as conveniently treated in numerical form, are about as econom- 
ically imprecise as can be imagined? Yet we continue to witness the 
outpouring of this kind of “research,” even in textbooks—effort which 
consists of tortuous manipulations of essentially meaningless quantitative 
relations. For ‘‘research’’ of this kind which is equivalent to the overly- 
lamented automobile tail-fin, see the recent text, B. Higgins, Economic 
Development, 1959, pp. 357 ff. 
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But the American academic without policy prescription on paper to indulge 

May cost additions to the list of publications. 

Where “‘socially irresponsible governments exist’ be doctrinnaire and 
not budge: 


Private investments forego, albeit before Russia face extinction. 


Another commentary on the outpouring of “research” may be in order. . . 

Words and words, but as is so common in social thought naught to indi- 
cate relative weights. 

If reams of printed pages ensue, why with this bother? 

More “research,” more GNP “growth”; all at a “healthy’’ rate. 


Hark, an historian’s comments on economics “‘pure’’. . . 
Actually replete with premises all but unreal, 

To which the question: is the author “‘sure’’? 

Matter not, forsooth the item frivolous be. 


Pick-axe handles locally should be made 

By lofty state enterprises, no doubt; 

Matter not if thus big government deficits are laid— 

Acclaim, mes enfants, action setting “prior ideological commitment’’ 
to rout. 


No “scientific analysis” complete without reference to imperialism, 
Its source, of course, the overaffluent north of the Hemisphere. 

Academics often trace such to blind faith in private business “ism 
Shocked when Latinos charge our universities ‘‘cultural imperialism” 


bear.* 


Matter not that Latinos forego Columbia's help in engineering, 

Or from Iowa State import technique in business administration. 

Use the mob, ban American universities without a real hearing; 

Victory left nationalism, American “‘cultural imperialism” for extinction. 

Words in profusion on the now “over-developed” nation or “power 
center”... 

Only wishful altruism, not the market, the international balance surely 
can redress. 

Though such may read well when the historians enter, 

Many economists can’t help but conclude: formula for a tangled mess. 


* New York Times, October 26, 1959, p. 7. The U.S. technical as- 
sistance program in question (Argentina) was suspended after the mob 
did its ‘‘job.” 











